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Once ina Blue Moon 
you'll need a 


new Power Plant 

















... then Pioneer Service & Engineering Co. with 
53 years of experience in this specialized field, 
stands ready to help you with a complete service 
including preliminary plans, load studies and 
site selection, the design of the plant and 
arrangements for financing its cost. 





Our services and facilities are outlined 
in our booklet, ‘Pioneering New Horizons” 
yours for the asking. 


Pioneer Service & Engineering Co. 
_ 231 SOUTH LASALLE STREET ¢ CHICAGO 4, ILLINOIS 
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Consulting Engineering @ Power Plant Design 
Purchasing and Expediting e Financial Advisory Service 
Forecast, Load Study and Performance Analysis 

Stock Transfer and Dividend Disbursement 

Valuation, Insurance, Rate and Business Advisory Service 
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10 BEST ANNUAL HEAT RATES 


(Plant Net Heat Rates) 
Btu per kwhr* 
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Appalachian Electric Power Co. on the American Gas and 
Electric System— 

Two B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircula- 
tion and Divided Furnace Construction. 


Indiana and Michigan Electric Co. on the American Gas 
and Electric System— 

Three B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircu- 
lation and Divided Furnace Construction. 


Niagara Mohawk Power Corporation. 


Public Service Co. of New Hampshire— 
Two B&W-built Mercury Boilers. 


Niagara Mohawk Power Corporation. 


Consumers Power— 
Three B&W Radiant Reheat Boilers. 


Appalachian Electric Power Co. and The Ohio Power 
Co. on the American Gas and Electric System— 

Four B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircu- 
lation and Divided Furnace Construction. 


Detroit Edison Co.— 
Four B&W Radiant Reheat Boilers with Gas Recirculation and Divided 
Furnace Construction. 


The Cleveland Electric Illuminating Co. 


Consolidated Edison Co. of New York, Inc.— 
Two B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircula- 
tion and Divided Furnace Construction. 


* Federal Power Commission figures 
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Appalachian Electric Power Company's Kanawha River Plant on the American Gas and Electric Company System. 


Headed by a record 9170 Btu per net kwhr, these ten 
plants were the most efficient central stations in the coun- 
try during 1953, the most recent year for which complete 
heat rate data are available. 


Reflecting the decision of the electric companies to utilize 
the most recent engineering advances, even during a time 
of critical capacity expansion, the outstanding perform- 
ance of these modern plants is a tribute to the foresight 
of the whole industry. It affords one more indication 
that the prime interest of this unique team of electric com- 
panies and their major suppliers lies in producing still 
lower-cost kilowatts for a still greater America. 


B&W Boilers in many of these stations are designed with 
such advances as Pressure-Firing, Cyclone Steam Separa- 
tors, Gas Recirculation and Divided Furnace Construction 
— features which have contributed substantially toward 
the outstanding efficiency levels achieved. Also, all steam 
generating units are equipped with reheaters, a develop- 
ment of major importance in improving plant efficiency. 


Pressure-Firing 


Among the many advantages of this important engineer- 
ing advance, as utilized, for example, by the Kanawha 
River units, is elimination of air infiltration to reduce 
stack loss and assure greater efficiency. Maintenance is re- 
duced and the use of forced-draft fans alone means easier 
Starting, smoother operation and simpler controls. These 
are the reasons why more than 100 Pressure-Fired B&W 
units are now in service or under construction. 
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Cyclone Steam Separators 


Operating inside the steam drum, these simple, stationary 
devices require no power or maintenance and do not take 
up building room. The Cyclone Separators assure positive 
natural circulation at high pressure, and with the steam 
scrubbers, make it possible to send steam of highest purity 
to the turbine. Consequently, turbine efficiency is main- 
tained and turbine outages reduced. 


Divided Furnace Construction 


With this B&W construction, building volume is held 
to a minimum. Both sides of the furnace division wall are 
used to absorb heat and thus make it possible to achieve 
the required furnace cooling surface without excessive 
increase in building volume. 


* * * * * * 


The record heat rates set by these leading generating sta- 
tions are closely followed by those of many more plants 
across the country which are producing low-cost kilowatts 
at efficiency levels unattainable just a few years ago. And 
B&W is continuing to devote its energies and its long- 
accumulated experience to the development of boiler de- 
signs that will contribute to still higher levels of steam 
generating efficiency. The Babcock & Wilcox Company, 
Boiler Division, 161 East 42nd Street, New York 17, N. Y. 


BABCOCK 
« WILCOX 
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DIVISION 6-696 
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with the Codlitors 


I’ the transit industry and the problem 
of daily mass transportation in our 
large cities continue to grow worse, it will 
not be for lack of study. As a matter of 
fact, the transit industry, which has been 
called the ‘“‘sick man” of the public utility 
group, is getting an unprecedented amount 
of professional, political, and managerial 
attention all over the United States these 
days. Governors, mayors, regulatory au- 
thorities, and transit officials, along with 
civic and business organizations and vol- 
untary groups, seem to be vying with one 
another in an effort to discover the solu- 
tion to our mass transportation headaches. 


THE root of the evil, of course, is a very 
simple physical fact which would not have 
challenged the ability of the late Professor 
Einstein to demonstrate. It is a fact which 
was recognized quite easily by the ancient 
Greek philosophers—that two or more 
bodies cannot occupy the same space at the 
same time. Organized transit facilities 
make the most economical use of time and 
space in transporting passengers to and 
from their work, as well as during off-peak 
hours. But before we can write any 
“QED” to the solution of such a seemingly 
sasv problem, we come up against another 
hard fact—the refusal of the average 
American citizen to give up what he re- 
gards as his inalienable right to drive his 








LINCOLN SMITH 





OWEN ELY 


own car downtown every day and park it 
somewhere—preferably without charge. 


- recent months two state public service 
commissions, which happen by coinci- 
dence to be the two pioneer full-powered 
commissions in the American history of 
regulation—New York and Wisconsin— 
embarked on separate investigations to find 
out what makes the transit industry fail 
to run as it ought to. It is not contended 
that the result of these studies disclosed 
any magical solution or discovered any 
new ways and means to keep mass trans- 
portation on a commercial, efficient, and 
profitable basis, with due regard for the 
demands of public service. Yet the results 
of these studies, especially in comparison 
with each other, vield profitable lessons 
which can be learned and applied else- 
where. 


THE leading article in this issue by our 
financial editor, OWEN ELy, is an exami- 
nation of the Wisconsin and New York 
commission surveys of the transit head- 
aches which are fast spreading the blight 
of slum growth in the hearts of our great 
cities. The steady exodus of both residen- 
tial and business concerns to the suburbs 
and satellite cities is mute testimony to the 
malignancy of this economic cancer—the 
loss of efficient circulation of city trans- 
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OVER A MILLION new room air conditioners will be installed this year—latest industry estimate. 


Heavy air conditioning loads need not 
tax your system capacity 


G-E Capacitors can release 
extra system capacity in voltage 
and thermally limited circuits 


THE MOST ECONOMICAL solution to low power- 
factor air conditioning load problems is offered 
by G-E capacitors. Installed in fixed and 
switched banks on overhead distribution circuits 
and distribution substation busses, capacitors 
reduce kva loading of overhead lines and sub- 
stations. And the switched capacitors can help 
regulate voltage—keeping voltage up right out 
to the ends of feeders. 


BENEFITS FROM CAPACITORS (1) they allow 
two to three times more load to be carried on 
voltage-limited circuits. (2) Capacitors release 
thermal capacity—permit substations to carry 
more kilowatts. (3) They often pay for them- 
selves out of savings resulting from reduced 
system I°R losses. 


FOR YOUR SEASONAL AIR CONDITIONING 
LOAD PROBLEM investigate General Electric 
capacitors. For full information, get in touch 
with your G-E Apparatus Sales representative. 
General Electric Co., Schenectady 5, N.Y. 4143 
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*nOTE THAT LOAD Power Factor (52) 1s rrPicatty Low AT TIME OF PEAK 


SUMMER PEAKS equaled or exceeded those of December in approxi- 
mately 50 utilities last year, and these are low power factor peaks as 
shown above—a direct result of increased air conditioning loads. 


EXISTING POWER FACTOR % 


A KVA OF SUBSTATION CAPACITY 


WHAT IT WILL COST YOU. At 89% 
power factor, $20 of primary capacitors 
will release one kva of system capacity. 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 











PAGES WITH THE EDITORS (Continued ) 


portation in the downtown areas of our 
largest cities. 


feng the Easter recess, the House 
of Representatives Interstate and For- 
eign Commerce Committee resumed its 
business of hearings on legislation to ex- 
empt natural gas producers from federal 
regulation under the Natural Gas Act. It 
was the opposition’s turn to give testimony 
—the proponents having had two weeks of 
favorable presentation before Easter. One 
of the most noteworthy features of this 
opposition was the mobilization of mayors 
of our large cities opposing any congres- 
sional action to relieve the independent 
producers from federal control. It is ob- 
vious that these mayors are convinced con- 
sumer interests will suffer if Federal 
Power Commission jurisdiction is relaxed, 
as proposed in the controversial Harris- 
Hinshaw bills. 


THE proponents take the position, of 
course, that the real interest of the con- 
sumers will be better served if the legisla- 
tion is enacted and that failure to do so 
will threaten the consumer’s supply by kill- 
ing the incentive of the producer to sell his 
gas for interstate commerce or discover 
new reserves. 


WuateEVER the merits of these conflict- 
ing points of view, the discussions to date 
have emphasized a rather general lack of 
knowledge about the economics of the nat- 
ural gas industry. The commercial pro- 
ducers and gatherers have been engaged in 
what they regard as an educational cam- 
paign showing tremendous investment in- 
volved in making new discoveries, the 
losses due to dry well drilling, and the 
other risks of the enterprise, which they 
feel is threatened by rigid federal regu- 
lation of an essentially competitive busi- 
ness activity. 


MucH remains to be done in educating 
the consumer and the public at large if the 
industry’s problems are to be understood. 
And they must be understood before any 
degree of sympathetic reaction can be an- 
ticipated. The article entitled “Natural Gas 
Still Needs Explaining”’ ( which begins on 
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page 535) by James H. Co..ins, author 
of business articles, now residing in Holly- 
wood, California, is a revelation of some 
strange ideas which the public has about 
its natural gas service and the utility op- 
erations behind it from the wellhead to the 
burner tip. It is also an entertaining and 
thoughtful discussion of what some nat- 
ural gas companies are doing about this 
situation. 
kok Ok Ox 

= has been said that “neither popular 

election nor gubernatorial appointment 
insures the selection of competent utility 
commissioners.” In the second instalment 
of his 2-part series of articles, which ap- 
pears in this issue, beginning page 542, 
LINCOLN Sir, scholar in regulatory re- 
search, has made a careful examination 
of the arguments pro and con in the rela- 
tive performance of the appointed and 
elected commissioners. 


In this instalment the author considers 
how problems common to both the elected 
and appointed commissions are handled by 
the two systems. He also gives attention 
to professional opinions of several authori- 
ties on the subject. The author states his 
own balanced conclusions on the respec- 
tive merits of the two forms of selecting 
public utility commissioners. 


THE next number of this magazine will 
be out May 26th. 


Militia. 
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thanks to her new 1955 
REMINGTON NOISELESS TYPEWRITER 


HMlemingtor. Flan. 


the first name in typewriters 


Send for free booklet ‘‘ Noise Never Comes Between Them” (RN8719), Remington Rand, Room 1599,315 Fourth Avenue, New York 10. 








Coming IN THE NEXT ISSUE 


* 


DIVIDEND PAYOUT AND UTILITY COMMON STOCK VALUE 


In the current controversial ‘bull market’ the long-standing argument over conserva- 


with renewed vigor. The discussion has become particularly active with respect to 
dividend payout on utility stocks and its relation to common stock value. Dr. Fred P. 
Morrissey of the school of business administration of the University of California, 
Berkeley, points out that common stocks of utilities which have followed a low payout 
policy have, nevertheless, experienced very substantial market gains. Dr. Morrissey 
indicates that investors may be valuing retained earnings fairly high in the hope that 
these retained earnings will mean greater dividend stability or higher future divi- 


dends or both. 


WHAT DO ANALYSTS LOOK FOR IN COMPANY REPORTS? 


This is a novel feature for exclusive publication in PUBLIC UTILITIES FORTNIGHTLY 
in the form of an actual report of a panel discussion by four top-flight security an- 
alysts at a recent utility management meeting held in Cincinnati, Ohio. The purpose 
was to inform corporate officials of public utility companies how these security an- 
alysts view annual and other reports made on behalf of management for the enlighten- 
ment of the investing public. The four analysts and their professional association can 
be briefly described as follows: 


JOHN F. CHILDS 

Vice president of the Irving Trust Company. He is head of the public utility depart- 
ment of that organization and presided over the panel discussion. He stresses the 
importance of the “investor relations program'’ to every utility company and the 
necessity for appealing to both the informed and the relatively uninformed investors 
who must rely on the informed investors. His discussion is confined ro written material. 


LONGLEY G. WALKER 

Security analyst with Stone & Webster Securities Corporation, and chairman of the 
program committee of the New York Society of Security Analysts, describes the réle 
of the "president's letter'’ and the usefulness of “high lights'’ in bringing out for the 
investor those points which the management wants to underline. He also discusses 
the use of charts and tables. 


HUGH PASTORIZA 


Security analyst with Coffin & Burr, considers the function of the statistical booklet, 
and points out that while annual reports are designed for a wide audience, the 
statistical booklet is designed for the specialist. He describes what should be in it 
to meet that requirement. 


MARJORIE H. CRUTHERS 


Administrative assistant, public utility department of Irving Trust Company, gives 
an account of the function of the quarterly report—to keep investors up to date on 
the company's changing conditions. What should be in the quarterly report and what 
should be omitted? 


* 


Al 30... Special financial news, digests, and interpretations of court and com- 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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= can prove to yourself the value and 

economy of using the famous R & S ‘‘One- 

Step” method of Bill Frequency Analysis. 

Here’s all you have to do—send us: 

1. sample Sales Listing Sheet 

2. your rate schedules 

3. estimate of number of customers billed 
on each rate—AND how many frequency 
tables you need. 

A quotation will be sent ABSOLUTELY 

FREE OF CHARGE— YOU ARE 

UNDER NO OBLIGATION. 





We would also like to send you the 
full story of the “‘One-Step’’ Method, 
write or use the handy coupon. 





RECORDING & STATISTICAL CORP. 


RECORDING 100 Sixth Ave., N. Y. 13, N. Y. 
& STATISTICAL Send the “ONE-STEP” booklet to: 











CORPORATION Name 
100 Sixth Avenue, New York 13, N. Y. Address 
City. Zone State. 


Iam also enclosing material for a free cost quotation. 
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CEaoukeble Cake 


“1 here never was in the world two opinions alike.” 


Witt1am McCuHEsney MAarrtIN, JR. 


Chairman, Federal Reserve Board. 


Ho_tMES ALEXANDER 
Columnist, Los Angeles Times. 


G. KeItH FUNSTON 
President, New York Stock 
Exchange. 


Rospert E. Woop 
Chairman of the executive 
committee, Sears, Roebuck 

& Company. 


Joun T. KIMBALL 
Vice president and general manager, 
Idaho Power Company. 


Tuomas B. McCaBe 
President, Scott Paper Company. 


Harotp W. Dopps 
President, Princeton University. 


A. WHITNEY GRISWOLD 
President, Yale University. 


Don T. MILLER 
Publisher, Inland Empire News 
(Spokane, Washington). 


MorGaAn REICHNER 
Executive director, American 
Economic Foundation. 


Excerpt from annual report, 
New York Central Railroad. 


—MONTAIGNE 





“Risk-taking is one of the things that built up this 
country.” 


¥ 


“The country is a lot wiser, more serious, more 
grown-up than many of its critics think.” 


. 


‘Education is a painstaking process, knowledge cannot 
be legislated, or shot into the bloodstream.” 


> 


“T have always believed that the strongest support of 
the capitalistic system is the making of more capitalists.” 


. 


“We have seen what happens, even in America, when 
people get things they don’t earn. It corrupts and de- 
generates.” 

. 

“We must show our employees, that their goals and 
those of management are one and the same, and that 
neither can be attained without the other.”’ 


¥ 


“A university can arrange no ideological compromise 
with Russian Communism ... we must condemn it as 
we condemn every form of totalitarianism.” 


¥ 


“The interest in vocational education has tended to 
eclipse other education, I don’t believe liberal education 
should displace vocational but it should be in addition 
to the other.” 

* 


“The majority of people of the Northwest . . . hope, 
I believe, that the Snake river will be developed by 
American competitive, free enterprise, which would get 
the job done sooner and protect the water rights of the 
people of Idaho.” 


> 


“Our studies show that American employees are inter- 
ested in their jobs, in job security, and in the company’s 
problems. It is best that management tell employees 
about the company’s problems so everyone will under- 
stand what all face.” 


¥ 


“Why is it, when the federal government and our 
states and cities are struggling with unbalanced budgets 
to maintain facilities and services, gratis for barges, 
planes, trucks, buses, and automobiles, so little attention 
is given to the direct recovery of these costs in user 
charges?” 
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In 1954, Kidder, Peabody & _ 
Co. helped supply more than 
$1,320,000,000 to the growing 
Public Utility industry through 
the underwriting and sale of 95 


new utility issues. Of these, 46 
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were managed, co-managed or 
placed privately by Kidder, 
Peabody & Co. 

To provide the proper se- \ 
curity for each corporation—at : 
the lowest cost for capital— 

Kidder, Peabody maintains a 

highly trained Research Staff 

which is continually evaluating % 
individual company needs and 






the market for their securities. 
In addition, a complete selling 
organization helps assure the 
most efficient distribution of se- 
curities possible. 


; ~Y 


KIDDER, PEABODY ®& CO. 


FOUNDED 1865 


Members New York and American Stock Exchanges 
Members Boston and Midwest Stock Exchanges 


17 Watt Street - New York 5, N.Y. 


BOSTON CHICAGO PHILADELPHIA SAN FRANCISCO 
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REMARKABLE REMARKS—( Continued) 


Excerpt from annual report, 
Standard Oil Company 
(New Jersey . 


RALPH J. CORDINER 
President, General Electric 
Company. 


ELIsHa Gray I] 
President, Whirlpool Corporation. 


ROBERT R. YOuNG 
Chairman of the board, The 
New York Central Railroad. 


EUGENE J. McCartuy 
U.S. Representative from 
Minnesota. 


Henry G. WALTEMADE 
President, National Association of 
Real Estate Boards. 


Rosert R. DocKkson 
Professor and head of the 
department of marketing, 

University of Southern 

California. 


GeEoRGE C. S. BENSON 


President, Claremont Men’s College. 


“We believe any loss in outlets for petroleum result- 
ing from such a development [atomic energy] will be 
more than compensated by greater availability of elec- 
tric power leading to increased mechanization, expanded 
industry, and in turn, to greater use of petroleum prod- 
ucts. 

> 

“Only a greatly accelerated rate of application of 
new knowledge to products, processes, services, and ma- 
terials can enable us to meet the multiple demands of 
our country’s progress. Business’ objective is to apply 
new knowledge to the fulfillment of these needs as 
rapidly as possible.” 

¥ 

“Effective employee relations like charity, begin at 

home—in the office of the company’s executives. 
[It] perhaps, boils down to this simple proposition: 
Pride in being part of a company ; loyalty to a company ; 
devotion for the job—these things can be earned de- 
pending upon what management does.” 


> 


“Either our freight, commutation, passenger express, 
and mail services must be put on an equality of regula- 
tion, subsidy, and taxation with the waterways, airways, 
and highways, or our services must eventually be wholly 
performed by them, inadequate and much more costly 
though they are when their subsidies are included.” 


. 

“In a democracy we are always faced by the joint 
problems of how much liberty and how much control 
should be permitted. When the government decides to 
suppress error, it must determine whether the error is 
real, whether it is destructive, and whether the good 
derived from correcting the error outweighs the danger 
of the practice itself.” 


¥ 


“We can—and we must—do more to demonstrate the 
futility, the misdirected good intention, the social dan- 
ger, the political bear trap, the wrong-way effect, and 
the inequities that are embodied in the principle of gov- 
ernment ownership and operation of family dwellings, 
being foisted upon the American people by socialistically 
inclined do-gooders and political opportunists.”’ 

¥ 

“American business is supported by powerful under- 
lying forces that will enable our level of production 
approximately to double within the next twenty years. 
Whether we achieve this level or not will depend largely 
upon our ability to keep the economy free and the busi- 
nessman stimulated to the extent that he is confident his 
profits will increase if he expands his productive capac- 
ity.” 

> 

“We may well speculate how long the mayors of our 
towns and the governors of our states will be a necessary 
part of our leadership when fiscal and managerial con- 
trol of our local affairs is passing to the congressional 
committees which allocate the grants for agriculture, 
airports, education, child welfare, highway construction, 
veterans’ services, wildlife restoration, and a host of 
other services.” 
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How Ebasco helps 


the electric power mdustry 


KEEP SALES AT HIGH LEVELS 




















\ 


ARE YOU now realizing the greatest ARE YOU using sales techniques that help 
sales potential from your market area? keep thé'load evenly distributed throughout 


' the year? 
ARE YOU developing the demand for ad- 
ditional electric service through proven pro- ARE YOU employing a program that will 
motion methods? maintain favorable public opinion? 


The answers to these questions are vital to the.future growth 
and prosperity of your company. And Ebasco, with long expe- 
rience in all phases of utility operation, is able to supply them. 
Ebasco specialists will study markets and trends, wil offer 
tested advertising and promotion ideas, will help with your 
sales organization structure, public relations program and 
sales training. 

Backed by nearly 50 years of association with utilities of all 
sizes, Ebasco can provide a skilled, objective viewpoint to 
supplement the activities of your own personnel. 


To find out what Ebasco sales and public relations service 
can do for your company to keep sales at high levels write 
for our booklet—‘‘The Inside Story of Outside Help’’. 
Address Ebasco Services Incorporated, Dept. W., Two 
Rector Street, New York 6, N. Y. 





Appraisal * Budget * Business Studies 





NEW YORK Consulting Engineering * Design & Con- 

struction ¢ Financial ¢ Industrial Re- 

CHICAGO lations * Inspection & Expediting 

DALLAS Insurance, Pensions & Safety * Purchas- 

ing * Rates & Pricing * Research 

PORTLAND, ORE. Sales & Public Relations ¢ Space Plan- 

ning * Systems & Methods « Tax ¢ Traffic 

WASHINGTON, D. C. Washington Office 
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AT MEW LO COLT 


S&C MAKES LOAD INTERRUPTER ADVANTAGES 
AVAILABLE UNDER DISTRIBUTION SYSTEM ECONOMICS 


LOOK AT THE PRICES COMPARE THESE PRICES 


Amperes Amperes 
Continuous Interrupting 


400 400 $455.00 
600 600 480.00 
400 400 465.00 
600 600 495.00 


These low prices have been made possible by the “arc-free”’ performance of the 
S&C Load Interrupter. Not having to contend with the external arc, side-break __ 
action is made possible and hence the two insulator construction. 














2400 FARMERS BANK BLDG. * 
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‘SUTIEST PUERTRSLETTNR 


Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 


installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 





Robertson 


Q-Panels 


H. H. Robertson Company 
PITTSBURGH 22, PA. 
Offices in Principal Cities 











Se. a 
Q-Panel walls grace the new Elrama Powe} 
Plant (above) near Pittsburgh. It was designe) | 
by Duquesne Light Company’s Engineeriy] 
and Construction Department. The Draw} 
Corporation was General Contractor. | 






















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were u 
to enclose the impressive Hawthorn Ste 
Electric Station (left) of the Kansas City, Mi 
souri, Power and Light Company. Ebasco 
vices, Inc., designed and built the plant. 


NAME 

FIRM . 

as a a = 
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Gulf States Utilities counts on over 30 years 


e One of the many poles marked 
with a 1925 dating nail, denoting 
30 years of service. 


of service from pressure-creosoted poles — 


Gulf States Utilities Company, serving 
291 communities in southeastern Texas 
and south central Louisiana, uses pres- 
sure-creosoted poles exclusively in more 
than 10,000 miles of transmission and 
distribution lines. 


“It would be foolish to think of put- 
ting an untreated pole in the wet, termite- 
infested soil of the Gulf Coast area,” says 
John Jordan, operating supervisor. ““We 
have come to expect over 30 years of 
service from a pressure-creosoted pole.” 


Gulf States used pressure-creosoted 
poles in its first inter-city line installed 
in 1917. Some of these poles are still in 
use today after removal to other loca- 
tions. 


“First cost of a pole is reason enough 
to take advantage of Creosote’s ability to 
make poles last,” says Mr. Jordan. “But 
a replacement is even more expensive 
when you consider it takes 50 to 60 man- 
hours to make a pole change.” 


With poles pressure-creosoted for ade- 
quate life, neither the utility nor its line- 
men have cleanliness complaints. 


For best performance, from the stand- 
points of service and cleanliness, specify 
poles treated with the top-quality pre- 
servative—USS Creosote. For more in- 
formation, contact our nearest Coal 
Chemical sales office or write directly to 
United States Steel Corporation, 525 
William Penn Place, Pittsburgh 30, Pa. 





You can obtain clean pressure- 
creosoted poles upon specifica- 
tion and with proper inspection 
without sacrificing pole service 
life. 











SEE THE UNITED STATES STEEL HOUR. A full-hour TV 
program presented every other week by United States 
Steel. Consult local newspaper for time and station. 


USS CREOSOTE 
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You may find 


a fresh approach... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility financing and 


investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 
ONE WALL STREET . NEW YORK 15, N. Y. 
Capital Funds over $125,000,000 Total Assets over $1,400,000,000 


WituraM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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FOR CLEANER 
COOKING 





EASIER 
EEE TP ATION y 


Columbia Gas System 


delivers a modern miracle - 
24 Hours -A- Day! 





— / FOR CHEAPER =~ 
~ / DRYING 





FOR INSTANT 
_. HOT WATER 


* 
COLUMBIA 
GAS 


SYSTEM 


* 
* 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Cc y, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
= 
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the help you wast¥ en you sel it 
... or before 


INVESTIGATIONS 

REPORTS 

FINANCING 

ACCOUNTING 

TAXES 

INSURANCE 

PENSIONS 

RATES 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 





More and more | 
Utilities and Industries 
find the need for 


We invite your inquiry. 

Write for our booklet describing 
in detail the many services 
available to you. 


Address: Department E 
20 Pine Street, New York 5, N. Y. 


COMMONWEALTH ASSOCIATES INC. 


20 Prine Street, New Yoh MY. 
Guclson Michigan — Whahinglon, DO. 
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Things That 
Money 


Cant Buy! 







+ eset me. 


Mies ee =» Y Rb 







TWO-WAY ABILITIES ON TIME SERVICE 


Ree 





IN EVERY INDUSTRY there’s a leader with certain intangibles that tip the balance 
between superior and mediocre results. In the pipe-protection industry that leader 
is Hill, Hubbell & Company —and the intangible “things that money can’t buy” add 
up to a superior type of service which can come only from longer experience and 
technical knowledge. This pioneer’s know-how. ..in addition to the most modern 
processes and equipment... keeps Hill, Hubbell well 


out in front. 


HILL, HUBBELL and COMPANY 


Factory Applicators of Pipe Coatings and Wrappings 








DIVISION OF GENERAL PAINT CORPORATION 
3091 Mayfield Road - Cleveland 18, Ohio 
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e trail, can 


A herring, dragged acros 






change the wrinkle of your no3y Attention thus 








gained can be diverted away from t 


important objective in mind. 


Facts pertinent to the need should be evaluated 


... from every angle. For example... the 






of transformers should not only be based o 
initial cost... but also upon cost required f 
maintainence and operation. In short, efficiendyvan 
dependability during the transformer’s life span, Short rm 


gains can easily be erased by long term operation penalties. 


: Al 
ARE SE PGBS SE MERE SS, 


Check your purchases... know what you are getting before 
you buy in addition to its cost. And. ..if you specify 


Moloney... you will be buying “dependability at its best!” 


MES5-13 


MOLONEY ELECTRIC COMPAN Y 


y j ‘. , > r 
Power Transformers: Distribution Tran ymers* Step Voltage Regulators + Regulating Transformers 
Load Tap Changing Transformers + Load Center Transformers + Unit Substations + Network 
Transformers + Constant Current Transformers « Capacitors +« Transformers For Electronics 


SALES OFFICES IN ALL PRINCIPAL CITIES + FACTORIES AT ST. LOUIS 20, MO. AND TORONTO, ONT., CANADA 
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Thursday—12 


New York State Society of 
Professional Engineers be- 
gins annual — convention, 


New York, N. rr. 


Friday—13 


Pacific Coast Electrical As- 

sociation ends 3-day annual 

convention, San Francisco, 
Cal. 


Saturday—14 


National Rivers and Har- 
bors Congress will hold na- 
tional convention, Washing- 
ton, D. C. May 31-June 1. 
Advance notice. 


Sunday—15 
Utility Management Work- 


shop begins, 
N. Y. 


g 


Harriman, 





Monday—16 


Southern Gas Association 
begins annual convention, 
New Orleans, La. 


Tuesday—17 


Pennsylvania Gas Associa- 
tion begins meeting, Pocono 
Manor, Pa. 





Friday—20 


Edison Electric Institute 
ends 2-day Dealer Co-ordi- 


Saturday—21 


Water Works 
Association, Pacific North- 


American 


Wednesday—18 


National Telemetering Con- 
ference-Exhibit begin, Chi- 


cago, Til. 


Thursday—19 


Illinois Telephone Assocta- 
tion begins annual conven- 
tion, Peoria, Ill. 





Sunday—22 


Vational Association of 
L:lectrical Distributors be- 


Monday—23 


Kansas-Missouri Telephone 


Association begins joint 








nation Workshop, Pitts- west Section, ends 3-day an- gins annual convention, Chi- convention, Kansas City, 
burgh, Pa. nual meeting, Yakima, cago, II. Kan. 
Wash. 
Tuesday—24 Wednesday—25 Thursday—26 Friday—27 


The Institution of Gas En- 


gincers begins meeting, 


Portsmouth, England. 





American Gas Association 
ends 3-day chemical, engi- 
neering, and manufactured 
gas production conference, 
New York, N. Y. 





National District Heating 
-Issociation ends 4-day an- 
nual meeting, Chicago, Il. 





North Central . Electrical 
Association, Account- 

ing Committee, begins meet- 
ing, Fergus Falls, Minn. 

















Courtesy, United Fuel Gas Company 
Pre aring a Path for Pi eline Passa xe 
5 


A nearly 1,000-foot tower of water followed a blast on the Kanawha river bottom. 
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Wisconsinand New York Commissions 
Diagnose Transit Headache 


The so-called “sick man” of the public utility industry ts getting 
plenty of professional and political, as well as managerial, atten- 
tion all over the United States these days. In recent months, both 
the New York and Wisconsin commissions—pioneering regulatory 
authorities of the country—embarked on separate investigations 
to find out what makes the transit industry fail to run as it should 
do. This article examines the results and possible lessons to be 
learned from these studies. 


By OWEN ELY* 


URING the postwar period the opera- 
tions and earnings of the transit 
industry have gradually deterio- 

rated. The failure of New York city’s 
subway system to pay its way and finance 
necessary improvements, and the clashes 
between the new Transit Authority and 





*Financial editor, Pustic UTILITIES ForRTNIGHTLY, 
resident in New York, New York. For additional 
note, see “Pages with the Editors.” 


Mike Quill over wages, have been well 
publicized, but the difficulties of the pri- 
vate segment of the industry have been 
less in the limelight. Many of the larger 
bus companies were reorganized in the 
1930’s, with little or no long-term debt, 
and they are still able to live on the fat 
accumulated during World War II when 
the industry enjoyed a period of false 
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prosperity. The smaller companies, how- 
ever, are rapidly falling by the wayside, 
as indicated by the recent report of the 
New York Public Service Commission 
that 50 bus companies had gone out of 
business in the last two years. 

The basic cause of the transit dilemma 
is, of course, the gradual encroachment 
of private automobiles on city and subur- 
ban bus transit. Not only have the auto 
companies “stolen” much traffic from the 
buses, but they clog the city streets (both 
in motion and when parked at the curb) 
and slow up the buses, increasing operat- 
ing costs and making bus service less 
popular. As we shall see later, there are 
other problems, such as local taxes and 
regularly increasing wage rates, but the 
major problem is the automobile as a traf- 
fic “hog.” 

In the postwar period, as shown in 
the chart on page 527, there has been 
a very close relationship between rising 
automobile registrations and declining 
transit passengers. 


Mc" cities are still heavily dependent 

on buses, however, for the mass 
transportation of millions of workers 
from home to factory and back, to shop- 
ping centers and theaters, etc. Private 
cars would obviously be unable to do the 
entire job even if every apartment dweller 
owned a car. Moreover, transit by bus is 
much more economical as to traffic space 
and cost of operation; a single bus can 
carry as many passengers as thirty private 
cars. 

Both city and state authorities through- 
out the country are now becoming genu- 
inely alarmed by the plight of the transit 
industry and are agreed that “something 
must be done about it.’”’ But the problem 
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is so many-angled and complex that there 
is no immediate and obvious solution. At 
least three states—Massachusetts, Wiscon- 
sin, and New York—have appointed fact- 
finding commissions. In this article we 
shall attempt to summarize the reports re- 
cently published by the New York and 
Wisconsin commissions. (The data for the 
chart on page 527 were obtained from the 
two charts contained in these reports. ) 

In 1953 the New York legislature 
passed a bill to repeal the 2 per cent gross 
income tax on bus companies, but the bill 
was disapproved by the governor, who 
held that such relief would be only a 
temporary palliative. He stated that the 
underlying problems were “sufficiently 
broad and complex as to justify a thor- 
ough study, which should include as one 
of its items the impact of taxes.” Accord- 
ingly, he appointed a special committee 
of five, headed by Glen R. Bedenkapp, to 
study the financial problems of privately 
owned bus companies in the state. 


N its 1954 report the committee stated 
that “there is no single level of govern- 
ment which presently exercises sufficient 
control to effect a solution... While gov- 
ernment may aid in various ways, man- 
agement, labor, and the public must co- 
operate .. . The unfortunate fact is that 
knowledge of existing conditions either 
has not seeped down to the mass of peo- 
ple who have the greatest stake or, if it 
has, they have not been sufficiently aroused 
to require appropriate action.” 

The study pointed out that the bus prob- 
lem has become serious only in recent 
years. During World War II, when auto- 
mobile production and maintenance were 
greatly curtailed and many factories were 
running extra shifts, the number of transit 
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passengers in the principal cities more than 
doubled over the average level in 1936- 
40. However, with the gradual increase 
in the supply of automobiles and other 
postwar changes, the situation has changed 
radically so that many transit companies, 
operating on a reduced load factor, find 
it difficult to make both ends meet despite 
rate increases. 

In 1952 municipal transit lines in New 
York city carried over two billion revenue 
passengers, while the private bus com- 
panies in the state transported a billion. 
In other words, there were 200 transit 
rides during the -year for every man, 
woman, and child in the state. Of some 
223 privately owned bus enterprises, 40 
per cent owned less than six buses and 
82 per cent less than 26. Few of the large 


companies had long routes, most of them 
operating as city transit systems and as 
feeders of long-distance facilities such as 
railroads, airlines, Greyhound buses, etc. 
However, the many small interurban 
operations performed valuable services in 
less thickly populated areas. But despite 
smaller overhead, the mortality rate 
among these small companies was very 
high, with 14 per cent discontinuing 
operations in the two years preceding the 
report. 


HE committee estimated that more 
than 60 per cent of all persons enter- 
ing the downtown area of cities over 
100,000 population still use mass trans- 
portation. The more highly congested the 
area, the more dependent it is on mass 













































































EFFECTS OF INCREASED AUTOMOBILE USE ON 
TRANSIT TRAFFIC IN THE POST-WAR PERIOD 
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transit. Construction of wide boulevards 
and arterial highways may speed the 
movement of private passenger cars to- 
ward congested business areas, but the re- 
sult is increased traffic demoralization in 
these areas. The committee stated: 


Gradual acquisition by New York 
city of various privately owned surface 
transit lines is tangible proof that such 
a development is the logical result of the 
inability of private management to sur- 
vive under unfavorable conditions. The 
public need must be satisfied either by 
private enterprise equipped with the 
knowledge and proficiency to make the 
business pay or by a municipal agency 
which taps the city treasury to meet its 
deficits. 


The taking over of private transit by 
municipalities, with a saving of numerous 
taxes (in New York state there are at least 
11 types of such taxes), should in theory 
permit lower fares, but this has not been 
reflected in actual operation. Thus, in 
Chicago, Detroit, and Seattle public- 
operated transit systems charge 20 cents, 
compared with 15 cents in New York 
city. 


N the county of Queens (New York) 

municipal and private bus companies 
operated side by side in 1952 with the 
same fares, about the same wages, and 
a comparable volume of business. The 
municipal system paid no taxes and 
charged no depreciation (the taxpayer 
paying for replacements) while the four 
privately owned bus lines paid out $900,- 
000 in taxes and charged $460,000 de- 
preciation or a total of $1,360,000. Reve- 
nue passengers per bus mile were 8.32 for 
the private companies and only 5.84 for 
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the municipal system, possibly indicating 
that the municipality furnished more serv- 
ice per mile of route, with a correspond- 
ingly smaller load factor. However, this 
does not explain the wide discrepancy in 
earnings. The municipal operation lost 
over $3,000,000 (equivalent to $4,360,000 
with taxes and depreciation) while the 
four private enterprises earned net income 
of almost $690,000. The difference was 
mainly in the cost of operation and main- 
tenance, the politically run operations re- 
flecting the usual lower efficiency. 

The report also noted that in 1952 the 
rapid transit and surface operations of the 
New York city municipal system incurred 
total losses of over $33,000,000, excluding 
depreciation. The table on page 530, fur- 
nished by the American Transit Associa- 
tion, compares 1945 and 1953 earnings 
for seven large municipal transit systems 
and indicates the losses being currently in- 
curred before depreciation and charges by 
some of them. It is obvious, therefore, 
that the public has to pay a much higher 
price (fares and taxes combined) when 
the municipality takes over the job of sup- 
plying mass transit. Hence every effort 
should be made to permit private manage- 
ment to survive. 


ly addition to competition and conges- 
tion due to private autos, other factors 
have been adverse to the transit companies 
—establishment of a 5-day week, loss of 
off-peak evening travel due to TV, and' 
reduction in passenger volume due to fare 
increases. (Traffic engineers estimate that 
every 10 per cent increase in the average 
fare is partially offset by a 3 per cent loss 
in volume.) Car pool riding, a wartime 
device which still survives, is a ‘devastat- 
ing competitor of bus transit.” Transit 
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The Cause of the Transit Dilemma 


ak fox basic cause of the transit dilemma is, of course, the gradual 

encroachment of private automobiles on city and suburban bus 
transit. Not only have the auto companies ‘stolen’ much traffic from the 
buses, but they clog the city streets (both in motion and when parked at 
the curb) and slow up the buses, increasing operating costs and making 
bus service, less popular. ... there are other problems, such as local taxes 
and regularly increasing wage rates, but the major problem is the auto- 


mobile as a traffic ‘hog. 


33) 








companies have, of course, been affected 
by the rapid rise in wages and other labor 
costs which absorb nearly 60 per cent of 
revenues. The impact of a transit wage 
increase is much greater than for other 
kinds of utilities—two or three times as 
heavy as for electric, gas, and water utili- 
ties, and almost one-half again as burden- 
some as for the large telephone utilities. 


HE report devoted a number of pages 
to the discussion of the impact of 
taxes, listing 17 different federal, state, 
and local taxes. Here again the burden is 
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usually heavier for the bus company than 
for the gas and electric companies, particu- 
larly as related to operating income. Thus, 
the New York state 24 per cent gross earn- 
ings tax took an even 50 per cent of the op- 
erating income of 15 medium-sized bus 
companies in 1952 (and 37 per cent for the 
larger ones), while it amounted to only 
about 10-18 per cent of operating income 
in the case of 25 electric-gas utilities. The 
burden on the small bus companies was 
even heavier since about half of them 
operated at a loss and the others had very 
small earnings. 
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_ report concluded that any indus- 
try so situated that 45 per cent of its 
companies averaging $280,000 in revenues 
cannot even pay operating taxes (or in- 
terest) without invading reserves, is in 
serious trouble. The substantial amounts 
paid to the state for fuel taxes—over 
$2,500,000 in 1952—are unwarranted 
when it is considered that the buses travel 
at least 90 per cent of their mileage on 
city streets rather than on the open high- 
ways—although the tax is imposed prin- 
cipally to aid in the construction of the 
latter. The Highway Planning Commis- 
sion has been considering general increases 
in taxes on both gasoline and diesel fuel 
oil, plus higher registration fees, which 
would impose further burdens. A revision 
and reduction of the tax burden on the 
transit industry are therefore urgently 
needed. 

The committee made spot checks on the 
effects of traffic congestion on bus opera- 
tions. In Buffalo bus speeds in outlying 

¥ 


SEVEN LARGEST PUBLICLY OWNED 
TRANSIT COMPANIES 
OPERATING REVENUES AND INCOME 








1953 1945 
Operating Revenue 
New York ....... $241,787,089  $126,143,615 
CYS. ae 124,103,963 81,214,425 
PORE coaxenss 46,780,362 35,722,796 
Cleveland ........ 29,762,769 21,947,641 
GSI cos cic cs 36,993,650 37,574,781 
San Francisco .... 22,835,857 14,783,188 
So eae 10,717,953 9,689,327 
SS eee $512,981,643  $327,075,773 
Operating Income 
New York ...... (d)$ 21,586,520 $ 23,048,093 
GRACO 5.65 o2 20. 7,878,741 7,706,278 
Dl Ce 3,118,359 1,628,568 
Cleveland(a) .... 2,454,111 3,694,550 
PION! \5.ssseees (d) 3,572,091 9,425,835 
San Francisco.... (d) 94,071 1,824,170 
SOAHE osc se ecs 204,979 2,665,732 
UT eer (d)$ 11,596,492 $ 49,993,226 





(a)After reserve for replacement fund. 
(d) Deficit. 
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areas were found to be as high as 16 miles 
an hour, but they dropped as low as two 
to five miles in congested areas during 
rush hours. United Traction Company, 
serving Albany, found that the scheduled 
speed on eight routes had to be reduced 
20-28 per cent and on five routes 7-20 per 
cent during 1948-52. The congestion had 
indirect adverse results, such as grouping 
of buses and resultant overcrowding in 
the first bus — while others would trail 
along with few passengers. 


dosage remedies for congestion have 

been advocated or tried—one-way 
streets, restrictions on street parking, con- 
struction of arterial and by-pass routes, 
staggered employment shifts, and limita- 
tion of truck loading and unloading to 
off-peak hours. However, these remedies 
have been tried only sporadically and in 
most cases without an over-all, well- 
enforced program. 

“The building of expressways into con- 
gested areas speeds the arrival and depar- 
ture of motor vehicles,” the report stated, 
“but unless carefully planned, produces 
indescribable confusion within central 
business districts .. . The great contradic- 
tion is that, through increasing costs and 
reducing patronage, traffic congestion is 
one of the most potent forces driving the 
privately owned motorbus company out of 
business — yet that same bus company 
could be one of the best instruments for 
alleviating the consequences of the prob- 
lem.” 

The traffic problem must, of course, 
be handled at the municipal level—there 
is not much the state can do about it. 


N March, 1954, Governor Kohler of 
Wisconsin appointed a 5-man commis- 
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sion to study the mass transportation prob- 
lem in that state and recommend adminis- 
trative legislative proposals to meet cur- 
rent problems. He pointed out that the 
larger Wisconsin cities were nearing a 
crisis Over mass transit, with increased 
costs and declining passenger volumes 
forcing fares upward and making it diffi- 
cult for transit firms to operate at a profit. 
Unless a solution could be found, transit 
facilities might be abandoned and many 
city residents would find it difficult to 
travel to and from their place of employ- 
ment or to shopping centers. 


HE commission held public hearings 
with various groups, including the 
owners and managers of the transit indus- 
try, mayors and other city officials, city 
traffic engineers, representatives of busi- 
nessmen’s associations, and motor club rep- 
resentatives. Questionnaires were mailed 
to the transit companies and municipalities 
and a subcommittee representing the in- 
dustry was formed. The Wisconsin Pub- 
lic Service Commission made available the 
services of members of its staff. A great 
deal of general information on the indus- 
try was assembled from sources in and out- 
side the state. 
The commission published the operating 
ratios for 31 urban bus systems in Wis- 
consin for the calendar year 1953. The 


q 


4 


largest system is the Milwaukee & Subur- 
ban Transport Corporation with revenues 
of over $19,000,000, accounting for about 
three-quarters of the total revenues of the 
31 systems. This company had an operat- 
ing ratio of 92.8 per cent compared with 
94.1 per cent for the combined results for 
the 31 systems. There were, however, 14 
systems (most of them quite small) which 
failed to cover their operating expenses, 
though possibly most of them were able 
to cover cash costs before depreciation 
accruals. One of the worst showings was 
made by the municipal system in James- 
ville with an operating ratio of 118 per 
cent. 


_— sheet data were presented for 

19 companies showing that in general 
adequate depreciation had been charged. 
Milwaukee & Suburban Transport had an 
average reserve of 53 per cent of book 
cost, Madison Bus 78 per cent, Wisconsin 
Public Service 85 per cent, etc. Most of 
the smaller transit companies had com- 
paratively little funded debt—in general, 
debt had been incurred for equipment 
purchases. However, Milwaukee & Subur- 
ban Transport had debt of $6,500,000 
against net property account of $13,400,- 
000. Current financial position differed 
widely, but 9 of the 29 companies (includ- 
ing Milwaukee & Suburban) reported 


“Durinc World War II, when automobile production and 
maintenance were greatly curtailed and many factories were 
running extra shifts, the number of transit passengers in the 


principal cities more than doubled over the average level in 
1936-40. However, with the gradual increase in the supply of 
automobiles and other postwar changes, the situation has 
changed radically so that many transit companies .. . find tt 
dificult to make both ends meet despite rate increases.” 
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larger current liabilities than current 
assets. 

There is only one municipally operated 
transit system in Wisconsin, and the re- 
port gave a “case history” of this. The 
city of Jamesville took over the municipal 
transit system in 1952 when the company 
decided to abandon service because of 
constantly mounting losses. In 1944 the 
bus system had been sold along with 
lines in other cities to experienced bus 
operators, but within two years the lines 
had changed hands twice more. The last 
_of the private owners made an initial 
effort to provide good service, buying new 
equipment and providing frequent service 
and new routes, but the number of riders 
declined from the peak of 2,400,000 in 
1947 to 1,500,000 in 1951. While the 
company made corresponding cuts in serv- 
ice, earnings deteriorated and its finances 
became unhealthy. At a civic meeting 
called in April, 1952, general support to- 
ward a fare increase was evident, but the 
company felt that this would be “suicidal” 
and it also opposed possible subsidies by 
the city or other interests. Publicity failed 
to stimulate use of the lines and efforts 
to sell the property to other bus operators 
failed. 

Negotiations were then initiated for the 
city to buy the property and a special elec- 
tion was called. The city council warned 
the public that if the system was to be 
made as nearly self-supporting as possible, 
late evening and Sunday afternoon service 
might be abandoned, and route changes 
made. Thus the council forestalled the 
criticism which municipal bus systems in 
other cities have encountered when service 
was curtailed. The city engaged a transit 
expert and minor improvements and 
economies were made, but even following 
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a fare increase the service continued in 
the red. 


Sew commission’s report (pages 8-10) 
gave a long list of practical sugges- 
tions for dealing with the transit problem. 
To cope with traffic congestion, munici- 
palities were urged to consider these steps : 


1. Increased fines and strict enforce- 
ment of traffic and parking violations 
which block the movement of traffic. 

2. Necessary ordinances should be 
enacted to provide bus loading zones 
of adequate length, and they should be 
written so as to prohibit the standing, 
loading, or unloading of vehicles other 
than buses in the designated zone area. 

3. Strict enforcement of ordinances 
prohibiting double parking of any kind. 

4. Necessary truck loading zones 
should be provided, and the length of 
such zones should be adequate to allow 
trucks to park parallel to the curb. 

5. In order to obtain the maximum 
use of streets in congested downtown 
areas and to allow for a smoother, more 
rapid traffic flow, curb parking should 
be banned in these areas. Zones should 
be designated for loading and unloading 
of trucks during off-peak hours. 


Business organizations were urged to 
co-operate with municipalities on parking 
and truck problems. The same induce- 
ments should be given to transit users as 
to users of private automobiles. Stag- 
gered employment hours to alleviate peak 
loads should be worked out, and a later 
closing hour for retail stores considered. 


HE commission urged the transit in- 

dustry and the municipalities to work 
together to improve the transit “con- 
venience factor.” It stated: 
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Regulatory Concern over Transit Problems 


“= cities are still heavily dependent on buses ... for the mass 

transportation of millions of workers from home to factory and 
back, to shopping centers and theaters, etc. Private cars would obviously 
be unable to do the entire job even if every apartment dweller owned a 
car. Moreover, transit by bus 1s much more economical as to traffic space 
and cost of operation; a single bus can carry as many passengers as thirty 
private cars. Both city and state authorities throughout the country are 
now becoming genuinely alarmed by the plight of the transit industry and 
are agreed that ‘something must be done about it.’ But the problem is so 
many-angled and complex that there is no immediate and obvious solution.” 








Public officials, 
business associations must realize and 
should recognize that streets are built 
primarily for the movement of people 
and goods and not for the storage of 
vehicles and that until the problem of 
traffic congestion is faced squarely, a 
downward trend of transit riding will 
continue, with inevitable insolvency and 
bankruptcy of the privately owned com- 
panies and subsequent public ownership 
and operation. 


businessmen, and 


The public service commission should 
authorize extensions of routes of service 
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on a limited time basis, to expire auto- 
matically unless further extension is re- 
quested. Fare changes should become 
effective on five days’ notice, and increases 
should be authorized on condition that 
they should not result in an operating ratio 
below 95 per cent (before income taxes) 
and should be subject to investigation and 
possible modification after a 90-day trial 
period. 

In general, a fare structure was sug- 
gested which would provide an operat- 
ing ratio between 92 and 95 per cent, un- 
less a lower ratio is necessary to provide 
a return of 8 per cent on the rate base. 
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The legislature was urged to finance 
a more exhaustive investigation, the 
cost of which would be paid as follows : 50 
per cent by state fund, 25 per cent by the 
transit agency, and 25 per cent by the 
municipality. Since the problem is related 
to cost of street widening and construc- 
tion, state funds should be raised as part 
of the highway users’ tax, and should be 
under the administration of the State 
Highway Commission. The public service 
commission should also be given sufficient 
funds to help expedite transit proceedings. 
Legislation should also be enacted to per- 
mit a municipality to contract for trial 
periods of extensions of service. 


A pew transit should also be exempted 
from all local and state taxes and 
should become subject to a special income 
tax. After allowance for expenses, fed- 
eral income taxes, and earnings of 8 per 
cent on net plant cost, remaining net in- 
come should be taxed at a 50 per cent rate 
with tax proceeds apportioned to local 
units of government. “The main purpose 
of the proposed tax revision,” the report 
stated, “is to permit full use of the operat- 
ing ratio as a means of determining rea- 
sonable fares in order to stabilize as far 
as possible the fare structure and to en- 
courage the flow of needed capital into the 
transit industry while using the tax meas- 
ure to eliminate the possibilities of un- 
reasonable returns on small capital invest- 
ments.” 

Transit operators were urged to main- 
tain modern equipment, to “merchandise” 


transit particularly during off-peak hours, 
and to acquaint the public with their 
problems. 

In discussing regulation of transit fares, 
the commission held that the “rate of re- 
turn” theory of rate making is not prac- 
tical. The operating ratio is being given 
more and more weight as a yardstick, it 
stated, although this method must have 
certain safeguards, and in order to pro- 
mote its use as a basis for fares there 
must be a change in tax methods. 

Regarding fare increases, the report 
pointed out that one difficulty has been 
the tendency to increase adult fares while 
leaving schoolchildren’s fares practically 
undisturbed. However, the necessity for 
increasing children’s and students’ fares 
would be lessened if school authorities 
could eliminate children’s riding during 
peak hours. 


ego criticisms made by the pub- 
lic, that (1) higher fares are mainly 
responsible for the decrease in traffic, and 
that (2) riders would be attracted by more 
frequent service and better seating, the re- 
port cited the experience of transit com- 
panies in New Orleans and St. Louis 
which show that these popular arguments 
should not be given too much weight. 
Both the New York and Wisconsin 
commission reports are valuable contribu- 
tions toward solution of the industry’s 
many problems. It is hoped that they will 
receive careful study by all policy makers, 
both in the industry and in municipal and 
legislative quarters. 





“THE best assurance we can give that economic growth will continue is to 
remove the barriers and impediments most likely to prevent it. Chief among 
these barriers is the ball and chain of high and discriminatory tax rates.” 
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—Hakrtey L. Lutz, 


Professor emeritus of public finance, 


Princeton University. 





KUM 











Natural Gas Still Needs Explaining 


The public has some strange ideas about its natural 
gas service and the utility operations behind it from 
the wellhead to the burner tip. Perhaps out of the cur- 


rent discussion an 


ontroversy natural gas as a public 


service will come to be better understood by the great 
public which has so much stake in its proper use, devel- 
opment, and regulation. 


By JAMES H. COLLINS* 


EARLY everybody in California 
should understand natural gas. For 
the state has pioneered its conser- 

vation, collection, processing, and under- 
ground storage, and the long-distance 
pipelines through which it is now being 
marketed nationally. 

Yet a recent depth survey of their cus- 
tomers, made for two California gas com- 
panies, disclosed a minority that does not 
understand. These companies have under- 
taken an educational program of public 





*Professional writer, resident in Hollywood, Cali- 
fornia. For additional note, see “Pages with the 
Editors.” 
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relations work and advertising, to explain 
what the new fuel takes. 

This seems to be a fresh and fertile field 
for promotion as well as public education. 
It undoubtedly has possibilities for other 
utility companies which may face similar 
problems. 

Far-reaching changes in equipment and 
investments have been involved in devel- 
oping the natural gas industry over the 
years, and hauling the product to market. 
But many customers assume that the gas 
is truly “natural” in every sense, ready 
to be taken from the ground, piped to 
the customers, and used—virtually with- 
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out cost to the company providing the 
service. 

This rosy view of their business, held 
by some of their customers, led the South- 
ern California and Southern Counties Gas 
companies to develop new approaches in 
their advertising and public relations, and 
they are now in their second year of tell- 
ing the public some of the facts of life 
in present-day gas business. 


HESE companies serve Los Angeles 

and thirteen southern California 
counties. For years, they have maintained 
excellent customer and public relations. 
From time to time these were checked for 
results, through surveys, and two years 
ago a particularly comprehensive survey, 
on advanced psychological lines, was com- 
missioned to McCann-Erickson, Inc. 

A representative sample of customers 
was selected, by communities, class of 
service, incomes, ages, and the like, and 
questioned at length on matters like their 
views of the companies, on service, rates, 
regulation, appliances, competing utilities, 
public versus private ownership—a thor- 
ough quizzing, by trained psychologists, 
to obtain a large mass of information, 
from which valuable policy conclusions 
could be drawn by management. The re- 
sults were considered well worth the work 
involved, and are embodied in five volumes 
of reports. 

Typical of the scientific method em- 
ployed, the interviewed customer would 
be asked, “What picture does the name 
of your gas company bring into your 
mind?” The customer was not asked to 
form an opinion, but to tell what stream- 
of-consciousness brought up, as the “per- 
sonality” of his gas company. The psy- 
chologists maintain that people have such 
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“images” of concerns with whom they do 
business, and by probing into them, it is 
possible to disclose reasons for likes or 
dislikes that can be important to manage- 
ment. 

For these gas companies, these customer 
“images” varied widely. But the majority 
were favorable, and when analyzed were 
an endorsement of company policies, man- 
agement, and past public relations work. 


1. op~ws among the reasons for 

favorable opinions was the customer 
service given to assure good results in the 
use of the fuel. Service trucks answer 
emergency calls when appliances fail, and 
on longer appointments make inspections 
and adjustments of gas equipment in cus- 
tomers’ homes, with suggestions for re- 
placement where newer appliances will 
give better service. 

“We had a leak here,” a customer would 
say, “and the company had a serviceman 
on the job in thirty minutes, and a holiday 
too, and a very obliging, pleasant fellow. 
We think of the gas company as right 
up on its toes to serve its customers.” 

Next in making friends for the com- 
panies was a very different feature in 
their public relations, a two-hour evening 
concert of classical music records that has 
been given six nights a week for nearly 
fifteen years over KFAC radio station, 
Los Angeles. Customers spoke of listen- 
ing regularly; about the high quality of 
the music; the good taste of the commer- 
cials ; the pleasant personality of Tom Cas- 
sidy, the announcer; the commercial time 
given to promoting symphony and Holly- 
wood Bowl concerts and other musical 
events. Freedom from “high-pressure” in 
these concerts and company advertising 
was frequently commended. 
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“What do I think of the gas company ?” 
one customer answered; “I think the gas 
company is a gentleman !”’ 

Still. another factor in friendly feeling 
was that toward employees, particularly 
sales people. These companies do not sell 
appliances, but rely on a strong appliance 
dealer organization to make the sales 
stimulated by their advertising. They 
maintain appliance displays in showrooms 
at branch offices, and demonstrate appli- 
ances to large numbers of visitors, but they 
are always referred to dealers of their own 
choosing. 

Briefly, where customers had had con- 
tacts with the “gas company” through 
service or employees, their feeling was 
friendly by a large majority. 


eee was apt to come out of 
abstract matters, like rates, regula- 
tion, ownership, and so on, where there 
was lack of information, and it was ‘here 
that the misunderstanding of natural gas 
emerged. 

“Natural gas is a gift of nature,” the 
critics said. “It comes out of the ground 
ready to burn. The state grants the gas 
company a monopoly in it. The gas com- 
pany is a corporation, big, charges what 
it pleases. There is nothing I can do about 
it.” 

“Ha — — gas!” said a lunch guest, get- 


ting acquainted with his neighbor, a gas 
company executive. “I could drill a well 
right here in Los Angeles and tap enough 
gas to supply the whole state—it’s under- 
neath the city everywhere.” 

“Our people would be glad to hear about 
such a supply,” said the gas executive. “If 
it were available we wouldn’t need our 
forty-two and one-half million-dollar 
pipeline to New Mexico and Texas. May 
I ask what is your business?” 

It turned out that this was an attorney, 
generally well-informed about business 
lines in which he practiced, but with these 
misunderstandings about natural gas, 
which were later found in the depth 
survey. 

“Maybe we haven’t told the public 
about the changes and costs that come to 
our business,” reflected the gas company 
executive. 

This was the attitude taken as a result 
of the survey, which inspired the informa- 
tive campaign now in progress, and there 
was an amusing sequel to the incident, 
when the two lunch guests met again. 

“You know, I’ve been reading some of 
your ads about your pipeline,” said the 
attorney, “and last week I motored past 
that compressor station out in the desert. 
Often passed it before, but never knew 
that it was yours; always thought it was 
part of the Colorado river aqueduct!” 


natural gas. The customers have been told about the big pipe- 


q “SINCE war’s end the nation has been using more and more 


lines, the enormous reserves of this fuel, its simplicity and 
superiority, the only utility product ready to use as it comes 
out of the ground. But... some customers take a startlingly 
different view of this simplicity, and need wider and better 
information. Other public relations problems are certain to 
arise in so dynamic an industry.” 
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Beginning last year, a portion of the 
companies’ advertising.and public relations 
work has been directed toward informing 
the public about the different and costly 
technology of a natural gas utility. 


foo, a billion cubic feet of natural 
gas in Texas, some of the customers 
apparently think that it has merely to be 
put in a pipeline and allowed to flow to 
their kitchens, to be turned on and off as 
wanted. What actually has to be done to 
natural gas before it will boil an egg is 
an engineer’s story, abounding in techni- 
calities and big equipment—and very little 
of which can be photographed or drama- 
tized. 

Coming out of the ground, from thou- 
sands of oil and gas wells, natural gas 
has to be processed before it starts for 
California. It contains impurities as well 
as by-products, and the natural gas com- 
pany has absorption and purification 
plants for the purpose. 

Far from just flowing along like “Ol’ 
Man River,” the pipeline journey offers 
an impressive railroad job. It starts out 
at 800 pounds’ pressure, comparable to 
high steam pressure, and must be boosted 
every thirty or forty miles to the Colorado 
river on the California border, where de- 
livery is taken by the California utility 
companies. 

In railroad terms, calculated by the 
power required for one billion cubic feet, 
this is equivalent to a freight train 23 
miles long, as the advertising writers have 
spotlighted it. It is about one day’s pres- 
ent average retail supply for southern Cali- 
fornia, which last year burned around 344 
billion cubic feet. 

Apart from the compressor stations, 
everything is out of sight, underground, 
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until the Colorado river aerial bridge is 
reached. There the pipeline comes into 
view, and offers the advertising writer a 
theme. 

“Gas to Cook Tomorrow’s Breakfasts 
Just Went through Here!” was the sub- 
ject of one ad, showing the 1,020-foot 
crossing. The San Francisco area is now 
receiving Texas gas over a similar bridge, 
further north, and the Pacific Northwest 
will eventually receive Texas gas via pipe- 
line. 


. Southern California companies 

maintain compressor and cleaning 
plants for their own distribution, begin- 
ning with a $6,134,000 compressor at 
Blythe, and two other large stations at 
Desert Center and Cactus City. 

“Gas Comes to Town with a Clean 
Face” pictures one of the $50,000 scrub- 
bing plants needed to clean and dry the 
fuel, and “Grand Central Station for Gas” 
shows the dispatching equipment needed 
to regulate the supply to different locali- 
ties, according to requirements. Strict 
schedules are necessary over the large ter- 
ritory served by the two companies, with 
fluctuations in hour-by-hour consumption, 
and day-by-day temperatures; also, gas is 
drawn from California fields as well as 
the distant pipeline, and from capacious 
underground storages. 

“Ever See an $8,000 Valve?” is a theme 
out of the distribution equipment, in which 
one of the big valves required at important 
control points is shown. Such a valve costs 
about as much as three new automobiles. 
To date, the system has 76 of them, some 
operated by remote control from points 
as far as 100 miles away. Countless 
smaller valves in sizes that cost less than 
a dollar are needed, and pictures of such 
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It takes nearly 40,000 miles of gas lines 


to serve our customers! 


Sample from advertising series, Southern California Gas Company 


equipment are enlightening to the cus- 
tomer, who all along has thought that 
natural gas is simple stuff—you just turn 
it on and boil your egg. 

One of the most striking advertisements 
last year was, “Imagine Your Gas System 
above Ground.” It shows a residence 
neighborhood rife with the usual activi- 
ties, fathers mowing lawns, mothers 
motoring to market, kids at play—all as 
usual. 

But the gas pipes are all in the air, 
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Ie would look something like this and would make you 
conscious — for the first time, perhaps = of its magnitude 
and complexity. Serving Southern California homes, 
businesses and industries are more than 20,000 miles of 
supply lines and almost an equal amount of “services” 
co connect mains to meters. 














symbolizing underground plant totaling 
20,000 miles of mains, and that mile- 
age of house connections. It was an idea, 
it threw a little fantasy into familiar 
things, it struck popular fancy. 


Svs advertising is strongly institu- 
tional, and that is a word of reproach 
with many advertising men, who maintain 
that the purpose of advertising is to sell 
goods, not to dilate upon the size of your 
company, the marvels of your plant. 
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But this institutional advertising sells 
gas and appliances. 

“Despite the hundreds of millions of 
dollars invested in equipment to bring 
ample supplies of natural gas to southern 
California,” is stated in every ad, “gas 
rates here are below national averages for 
household service.” 

This statement is supported by house- 
hold comparisons. 

“Year-round average monthly gas bills 
in this territory, for cooking, water and 
house heating, are below $5, comparable 
with a daily loaf of bread or a quart of 
milk.” Diagrams of a penny are used to 
illustrate such household values as, “On 
the average, one cent’s worth of gas will 
broil two thick steaks, or heat the water 
for eleven shaves,” and so on. 


MN the outset the slogan “Natural Gas Is 
Cheap in Southern California” was 
prominent in each ad, but found to have 
undesirable implications. Even when 
things are really cheap, it seems to be 
American psychology to soft-pedal a bar- 
gain. But the same point is stressed with 
better phrases: “Gas costs little,” and 
“Your household bargain is gas,” and 
“Live better, spend less with gas.” The 
sales psychology is sound, and many cus- 
tomers from other parts of the United 
States, new arrivals in the region, testified 
to the more moderate gas rates. 
Appliances are strongly promoted as 
another commercial feature of this adver- 
tising. “Gas serves best in up-to-date auto- 
matic appliances” is a constant theme. 
Thumbnail line cuts show the latest ranges, 
water heaters, refrigerators, clothes driers, 
disposal units, and space heaters, and the 
public is invited to see the late models at 
appliance dealers’ showrooms, or at the 
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exhibits constantly maintained at company 
offices. 


|. em picturable angle of natural gas 
service is underground storage in 
reservoirs and pipelines. 

Southern Californians of today have 
forgotten, or never knew, the sudden peak 
demands of prewar days, typical of which 
was the cold spell of January, 1937, which 
froze oranges on the trees, and drew upon 
gas reserves for 450,000,000 cubic feet 
the following day, at that time a record. 
Industrial customers were cut off to keep 
homes warm, and new storage holders 
built against the next cold spell. These 
peak days are unpredictable, and soon 
over, but they do take gas! 

War industries intensified this problem, 
because their work had to go on, and in 
1941 the companies developed a partially 
depleted gas field, at Goleta, near Santa 
Barbara, as their first underground reser- 
voir. It was tight and provided a seasonal 
withdrawal rate of twelve billion cubic 
feet capacity. It was slowly filled with 
natural gas from California fields, and 
amply safeguarded demands through the 
war years. Since then, two other under- 
ground pools have been acquired, at Del 
Rey and East Whittier; that at Del Rey 
is owned by the Southern California Gas 
Company, and the Goleta and East Whit- 
tier fields by the Pacific Lighting Gas Sup- 
ply Company, an associated company serv- 
ing the two distributing companies. 

Motoring past one of these reservoirs, 
one sees chiefly a “Christmas tree” of 
valves, and probably takes it for a remote 
control installation of the oil industry. But 
down below, out of sight, will be enough 
reserve gas to fill thousands of surface 
holders. From its infancy the familiar 
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“gas tank” has been the symbol of the gas 
industry. But underground reservoirs are 
the present-day holders, which, while still 
utilized in the far-flung distribution sys- 
tem of these companies, are less and less 
in evidence. Surface storage for the pres- 
ent reserves would require a regular “gas 
tank” subdivision. With the help of un- 
derground storage, 1,675,000,000 cubic 
feet were sent out on the coldest day in 
1954. 


Roe underground storage is pro- 

vided in the 30-inch pipelines which 
are standard for the system. This is six 
inches larger than the famed “Big Inch.” 
The first Texas line, 26-inch, in 1948, had 
305,000,000 cubic feet capacity. The 30- 
inch system today has 705,000,000 cubic 
feet capacity. 

These storage facilities are a feature of 
the present-day gas business hardly known 
to its customers, and not capable of picture 
treatment. And they are typical of the 
way gas has dropped out of sight, with 
the change from manufactured to natural 
fuel. 

People in southern California have little 
difficulty in realizing population and in- 
dustrial growth, as a consequence of war. 
One bumper-to-bumper jam on a freeway 
brings it home. 

But the corresponding growth of the 
gas service has been largely out of sight, 
in statistics that are being dramatized to 
good purpose, for popular understanding. 

In 1940, these companies had 968,954 
customers (independent active meters) ; 
and yearly sales (retail only) of 101,854,- 
000,000 cubic feet. 

At the end of 1954 they had 1,933,050 


customers, and retail sales for the year 
totaled 343,490,656,000 cubic feet. 

Without the vast extensions of plant, 
in new types of equipment, the gas re- 
sources of California would have been 
inadequate. 


C kane consumer survey is probably the 
most comprehensive yet made by a 
company of the gas industry, and points 
to new areas of public relations work. 
For example, the psychologists know 
that the “personality” of a utility company 
is in strong contrast to that of an automo- 
bile company. The owner of a new auto- 
mobile paid more for it than the one he 
traded in, but it is bigger, more powerful, 
has more of what it takes to keep up with 
the Joneses; he is proud of showing that 
he can afford it. 

But the utility company is a chore boy. 
The customers are not necessarily proud 
of the size of a gas bill. As one housewife 
put it, “I guess the gas bills are reasonable, 
but what with many other expenses we are 
kept poor.” 

Since war’s end the nation has been 
using more and more natural gas. The 
customers have been told about the big 
pipelines, the enormous reserves of this 
fuel, its simplicity and superiority, the 
only utility product ready to use as it 
comes out of the ground. But the Cali- 
fornia survey shows that some customers 
take a startlingly different view of this 
simplicity, and need wider and better in- 
formation. 

Other public relations problems are cer- 
tain to arise in so dynamic an industry. 

Understanding customers will be needed 
as problems develop. 
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Should Public Utility Commissioners 
Be Elected or Appointed? 


Part II. 


This is the second of a 2-part series of articles based on a careful 
examination of the arguments pro and con and the relative per- 
formance of the appointed and elected commissions. In this instal- 
ment the author considers how problems common to both the elected 
and appointed commissions are handled by the two systems. He 
also gives some balanced conclusions on the respective merits of 
the two forms of selecting public utility commissioners. 


By LINCOLN SMITH* 


HE purpose of this article is to ex- 

plore problems common to both 

elected and appointed state public 
utility commissions, and to consider ad- 
ditional differences which presumably 
emerge between the two systems for re- 
cruiting top personnel. This will include a 
discussion of some concrete case studies. 
Finally, attention will be devoted to the 
professional opinions of several authori- 
ties on the subject. The views of practi- 
tioners in the field vary. It is only natural 
to expect commissioners who obtained 





*Visiting scholar, Columbia University, New 
York, New York. 
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their posts by election to be staunch sup- 
porters of that system; likewise, men who 
were appointed to office will, ipso facto, 
favor the method by which they were 
chosen. Inasmuch as both sympathy for, 
and loyalty to, the respective commissions 
and the sum and substance of the consti- 
tutional and/or legislative mandates under 
which they operate are basic requisites for 
any commissioner, it is doubtful to what 
extent, if any, the holder of a commis- 
sionership could openly agitate for a 
fundamental change in the institution he 
is under oath to serve and foster.’ On the 
other hand, the conclusions of academic 
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men are ever vulnerable to a charge of 
dogmatism and a stigma based upon the 
gap between theory and practice. 

Part I of this article in the April 
28, 1955, issue of the ForTNIGHTLY ana- 
lyzed the fundamental tenets on which the 
philosophy of elected and appointed com- 
missioners rests. It indicated that the con- 
figuration for an elective commission is 
that its basic task is quasi-legislative, and 
that its major responsibility is to the con- 
sumers of utility services. Thus, a com- 
missioner, like a legislator, should be popu- 
larly elected. The opposing belief is that 
a public utility commission is engaged in 
public administration, and that both legis- 
lative and executive relationships are with- 
in its frame of reference. The chief ex- 
ecutive is charged with the obligation of 
taking the initiative in the selection of 
commissioners in order that he may impart 
a political sense of direction to the com- 
mission and mesh its over-all policies with 
his administrative program. Both views 
are entitled to respect, because each con- 
tains a certain amount of logic. 

The first part of this study suggested 
that the case for elected commissions de- 
pends somewhat upon the interest voters 
take in their public utility commissions, 
and the degree of statesmanship political 
leaders are willing to show. At the same 
time it was stated that the appointment 
system depends upon the human strengths 
and weaknesses of the particular gov- 
ernor. Its validity rests upon the presump- 
tion that the chief executive will nomi- 
nate in the public interest and not for his 
own political advancement. 


were data on commissions chosen 
by each system reveal paradoxes and 
some vicious circles in cause-and-effect 


relationships which defy formule and 
which refuse to crystallize into logical 
conclusions. There are risks to be taken 
under whatever method is used—risks 
which seldom can be calculated. Perhaps 
the best yardstick for evaluating an exist- 
ing system is whether it produces general 
satisfaction in its particular jurisdiction. 
Some grumbling is to be expected, but if 
it is on the fringe or comes from varied 
sources, the regulation may be fairly well 
equilibrized. Thus, the role of pressure 
groups is a relevant factor. Equally im- 
portant, but likewise impossible to state 
in syllogistic form, are the relations be- 
tween commissions and courts. 


nee commissioners may be inclined 
towards oversimplification and plati- 
tudes, in their advocacy of the public’s 
cause and to promote their own re-election. 
But such a commission also has staff mem- 
bers who are not under constant electorial 
pressure—unless the staff also happens to 
include strictly political appointees not 
under a merit system. On the other hand, 
appointive commissioners who are re- 
sponsible to a chief executive, and often 
less directly to a portion of the legislature, 
are likely to find among their political 
supervisors a few influential men who are 
rather well versed in utility law and 
economics. 

The legislative committee on public util- 
ities and the committees on judiciary and 
legal affairs, for example, usually contain 
some lawyers who are familiar with regu- 
latory problems. These men would be less 
impressed with sophistries than with logi- 
cal and constructive (but less spectacular ) 
public regulation in the interests of all 
parties. In short, sound regulation re- 
quires reasonable administration. There is 
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no basis for emotional appeals on a quasi- 
judicial tribunal. One cannot conclude 
that in practice either the election or 
appointment of commissioners actually 
promotes a maximum of regulatory pro- 
fundity. Nevertheless, one inherent in- 
centive for elected commissioners to make 
good with the public is to attune regula- 
tory philosophy to the level of the rank 
and file. Appointed commissioners, in 
order to justify their continuance on 
the job, are induced to maintain a quality 
of work which will appeal to a somewhat 
more specialized and better trained group 
of political leaders who occupy strategic 
positions on the regulatory periphery. Of 
course, this hypothesis does not hold in 
the cases of independent commissioners 
who are motivated altruistically to do an 
equitable job without regard to endorse- 
ment of their records for another term 
on the commission. 


NOTHER observation is that certain 
commissioners, regardless of how 

they gained office, are political leaders en- 
gaged in active promotion of themselves. 
Membership on a commission is often a 
springboard to higher public office. Many 
commissioners have become governors, 
others high court justices, and some have 
gone up to federal commissionerships. 
This is not to suggest that these all served 


q 


e 


on the commissions with only an eye to 
political advancement. But elected com- 
missioners can build and mend their politi- 
cal fences among the voters. Their rela- 
tions with governors and party leaders 
may be only incidental. Appointed com- 
missioners are likely to be oriented more 
toward the political party leaders. They 
are in a position to prove that they are 
assets to the administration. Fortunately, 
a great majority of commissioners are pre- 
occupied with the professional duties of 
their office. But those who are interested 
primarily in political ascendancy may be 
tempted to procrastinate or even neglect 
their professional duties, throwing the 
burden on colleagues and staff. 


fee influence of organized pressure 
groups on any commission is conjec- 
tural and is not subject to precise analysis. 
Lobbying is recognized as a part of the 
American political process, and each inter- 
est is entitled to state its case legitimately 
before regulatory agencies. Inasmuch as 
countergroups of interests often present 
the other side of the argument, too, the 
influence of organized pressures probably 
has been overemphasized in recent years. 
Any attempt to obtain an answer, boldly 
or cautiously, to a hypothetical question 
on this subject from either elected or 
appointed commissioners is hardly likely 


“A COMMISSIONER who can be recalled under certain circum- 
stances is ever conscious of his public responsibilities under 
the threat of removal for neglect. He may also be amenable to 


reasonable suggestions from the chief executive, who ts re- 
sponsible for procuring harmony and co-operation throughout 
the administrative structure. Contrariwise, a conscientious 
commissioner could become frustrated if a domineering chief 
executive tries to ‘take over’ the decision making.” 
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to shed much light on the true situation. 
Only when particular interests dominate a 
commission does this subject receive open 
and serious attention. Even then, what 
appears to be clear domination might be 
honest conviction on the part of the com- 
missioners. The two could be coincidental. 

It cannot be proved that elected com- 
missioners are better friends to the public 
than appointed ones, even though some 
evidence does point in that direction. 
When a governor wins an election on an 
anticorporation plank, he is likely to 
nominate commissioners with similar re- 
form leanings. Hence, predominantly 
public-minded commissioners can and do 
exist under both plans. But the converse 
is also true. Since one governor cannot 
very often name all the members of an 
appointed commission, in view of the stag- 
gered terms of the members, and because 
the nominations frequently require con- 
firmation by a sector of the legislature, 
any particular governor (unless re-elected 
for several terms and unless he provides 
strong and well-accepted leadership for 
the lawmakers) can seldom dictate a ma- 
jority of the commissioners. 


oe companies, especially since 
the era of the roaring twenties, can 
no longer influence the electorate suffi- 
ciently to procure the mass election of their 
commissioner candidates. Their ability to 
bring a governor around to their way of 
thinking, or to show him how to be “rea- 
sonable,” may be possible on occasion. The 
chance is probably a slim one. Neverthe- 
less, in theory, appointive commissioners 
could be more amenable to corporate in- 
terests than those responsible to the elec- 
tors. This corollary is also true—appointed 
members may be more impartial in the per- 
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formance of their official duties than com- 
missioners who are elected on the promise 
to be almost exclusively public minded. 
Whether a commissioner should have 
virtually secure tenure during his term of 
office or be subject to removal for specific 
causes presents a debatable problem of 
cause-and-effect relationships. Under the 
former alternative (which the election of 
commissioners fosters) a commissioner is 
naturally more independent. Under the 
latter (which is engendered by the ap- 
pointment process) he is subject to pres- 
sure from his superiors, whether exercised 
or not. An independent commissioner 
might well turn out to be an irresponsible 
commissioner who might neglect his off- 
cial duties, or perform them so aggressive- 
ly that ultimate responsibility would rest 
with the courts. That is not the way regu- 
lation is supposed to work. On the other 
hand, he could exercise his own judgment 
and be immune to pressure group tactics. 


,. pm MISSIONER who can be recalled un- 
der certain circumstances is ever con- 
scious of his public responsibilities under 
the threat of removal for neglect. He may 
also be amenable to reasonable suggestions 
from the chief executive, who is responsi- 
ble for procuring harmony and co-opera- 
tion throughout the administrative struc- 
ture. Contrariwise, a conscientious com- 
missioner could become frustrated if a 
domineering chief executive tries to “take 
over” the decision making. While neither 
probability is clear-cut, each is recognized 
in New Mexico. The elected commission- 
ers are subject to recall only under a cum- 
bersome constitutional provision. The 
appointive commissioners are subject to 
removal for specific cause, after hearing, 
by the governor.® 
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Good Trees Bring Forth Good Fruits 


oe is ts probably not entirely coincidental that the states which enjoy 

the highest professional prestige in the philosophy and practice of 
regulation have appointed commissioners—New York, Wisconsin, Cali- 
fornia, Pennsylvania, Ohio, and Connecticut, just to mention a half-dozen. 
This ts not attributable solely to the individual commissioners. And, to 
repeat, it does not mean that election states have not produced time and 
again extremely able men. Yet it is a fact that several states which elect 
commissioners do not enjoy very impressive reputations in the field 

of regulation.” 








wpe to compare the effectiveness 

of any two commissions are of only 
relative value, because—to cite just a few 
variables — their legislative mandates, 
available funds, and judicial context not 
only differ but also fluctuate over the years. 
Even in New Mexico and Keritucky, states 
which support two or more commissions, 
one of which is elected in each state and 
the others appointed, the respective com- 
missions operate in different settings. At 
the risk of oversimplification, it might be 
said that the older constitutional agencies 
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are generally given more limited jurisdic- 
tion than the flexible statutory commis- 
sions. And since the tribunals established 
by the constitutions are more or less inde- 
pendent of the executive establishment, 
they operate at a disadvantage as com- 
pared with the statutory commissions in 
that the latter are in a better position to 
obtain funds. 

Inasmuch as the governor has some re- 
sponsibility for statutory commissions, 
they can receive more friendly considera- 
tion from an executive budget, whereas the 
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independent constitutional agencies have 
nobody to intercede for them and they are 
dependent for financial support on a chief 
executive to whom they are not responsi- 
ble and to a legislature which did not cre- 
ate the body or prescribe its directives. It 
is significant to note at this point in the 
analysis that in New Mexico and Ken- 
tucky, constitutional commissioners are 
elective, and that statutory commissioners 
and appointive commissioners are syn- 
onymous. Hence, in some cases constitu- 
tional commissions actually operate in the 
weaker setting, and much of their effec- 
tiveness is due largely to the ability, dili- 
gence, and efficient performance of in- 
dividual commissioners. 


N view of the above limitations, com- 
parisons of the respective commissions 
must be made cautiously and with certain 
misgivings. An incisive study by Professor 
Henry Weihofen of the University of 
New Mexico Law School on the situation 
in that state reported that 


Almost without exception, commis- 
sioners have come to their positions— 
both on the corporation commission and 
the public service commission—without 
any prior training or experience quali- 
fying them for the position. This has 
been particularly true of the corporation 
commission, whose members are elected 
and who therefore come to this position 
by the same fortunes of politics as con- 
trol the fate of other elective offices. . . . 

Even the amount of learning that an 
inexperienced commissioner could do 
during the time he is likely to be in office 
is typically not had in this state, because 
he is usually more interested in keeping 
up his political connections than in 


studying utility problems and commis- 
sion administration. This is definitely 
more true in the corporation commis- 
sion than in the public service commis- 
sion, but it is also true in the appointive 
agency in other states as well as ours. 
A man who looks upon his election to 
the corporation commission as a step- 
pingstone to bigger things is more likely 
to be interested in the political possi- 
bilities of the office than in tending to 
the problems of regulation.* 


| sgrailenee Weihofen concluded that “the 

consensus seems to be that the public 
service commission has been doing the 
more efficient job, and the trend in other 
states is in favor of the appointive and 
away from the elective commission.”* His 
observations were corroborated by a lead- 
ing newspaper, which concluded editorial- 
ly in relation to the two commissions that 
the difference is that the (elected) corpo- 
ration commission offices usually are filled 
either by politicians or persons who are not 
too well versed in public utility matters, 
while to some degree the public service 
commission posts have been filled by ap- 
pointment of members who have experi- 
ence in, or knowledge of, the subjects with 
which they are required to deal.® 

The same newspaper later took the view 
editorially that “The [elective] corpora- 
tion commission has shown more disposi- 
tion to fight those constant rate increases 
than the administration-appointed board 
[public service commission] and to bring 
the problems out before the people.’” 
Strong evidence that the popularly elected 
body has succeeded in creating a public 
awareness of the importance of regulatory 
policies there and that commissioners are 
considered major public officials is seen 
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in the fact that, in the 1954 elections, the 
chairman of the corporation commission 
led his ticket. In the largest vote percent- 
agewise ever cast in that state, Commis- 
sioner Pickett was re-elected by the great- 
est majority of votes since statehood—a 
tribute not only to a colorful personality 
but also to the endorsement of his record 
on the commission. 


HE situation in Kentucky awaits care- 

ful and deliberate examination.’ The 
writer has received several more or less 
conflicting opinions and impressions. The 
fact that members of the railroad commis- 
sion serve only part time, that their sala- 
ries are the same as when the agency was 
first established in 1876, and that the 
powers have been curtailed further com- 
plicates attempts at objective commentary. 
The weight of evidence seems to indicate 
that the elected railroad commission is 
more ostensibly consumer conscious, and 
that the two appointive statutory commis- 
sions are inclined to give more attention to 
court precedent. It appears that the ap- 
pointive public utility commission was for 
part of its history oriented more or less 
toward regulated business, and for a 
longer period toward the consumer. At 
times the elected commission has been un- 
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der political stress. All this, of course, is 
still somewhat hypothetical; all litigants 
are given fair hearings before any of the 
commissions. It is clear that the elective 
system has not promoted party conflict on 
the railroad commission. Even though the 
member from eastern Kentucky is usually 
a Republican and the other two commis- 
sioners are generally Democrats, this has 
had no noticeable effect on the teamwork 
of the agency. 


Bean earlier this year considered, but 
finally rejected, a change from an 
appointive to an elective commissioner.® 
State Senator Monroe Sweetland, at a 
hearing on the bill he introduced, argued 
that consumers would be better protected 
from “influence of well-organized utility 
monopolies” with an elected public utilities 
commissioner, rather than with one ap- 
pointed by the governor.”* This move was 
significant because in 1931 Oregon made 
the formerly elective office an appointive 
one. 

It was an outgrowth of the battle be- 
tween public and private power groups 
which is being waged sharply in the Pa- 
cific Northwest, a controversy which is in- 
evitably replete with emotional preconcep- 
tions rather than logic on both sides. Po- 


relatively minor part of their tasks, such as ordering refunds 


g “THE quasi-judicial functions of regulatory agencies are a 


or other duties which look to the adjudication of events in the 
past. Rate making, the most important réle, is always for the 
future and has generally been regarded as legislative in charac- 
ter. Setting up service regulations, safety standards, compiling 
reports and accounts are, of course, administrative functions. 
The commission is thus typically a trinity of governmental 
power, partaking of some of the characteristics of each of the 
three branches, but exclusively belonging to none.” 
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litical party lines were rather rigid on the 
issue at the time. 

Here is part of the opinion of Senator 
Sweetland : 


Oregon has had [since 1931] a se- 
ries of commissioners who, in the opin- 
ion of the Oregon State Grange, the 
State Federation of Labor, the Farmer’s 
Union, and the CIO, as well as many 
community organizations, have been ex- 
ceedingly tender of the interests of the 
private utilities they are supposed to 
regulate. Oregon has had a series of Re- 
publican governors (Secretary of the 
Interior Douglas McKay appointed the 
present commissioner when he was gov- 
ernor) who have been exceedingly 
friendly to the private power companies, 
as well as other private utilities, and 
they have by the same token been hos- 
tile to our public power agencies 
throughout the state. . . . This bill will 
not, in my opinion, be able to pass the 
Oregon state senate where the propri- 
vate power groups predominate. How- 
ever, if we decide to take this issue to 
the people by initiative, most observers 
have little doubt that the people will 
make the office elective.” 


HE rebuttal has been given many 

times. Power companies have legal 
rights which cannot be impaired. The busi- 
ness-managed industries do not deserve 
the discriminatory treatment their foes 
would like to impose. Public power is 
usually not cheaper when public subsidies 
are equitably computed—actually it sets up 
a “favored class” at the expense of tax- 
payers. Private initiative as opposed to so- 
cialization of industry is a main tenet of 
American economic life. No matter how 
impartial it may be (though few commis- 


sioners can be neutral on this issue), a 
commission which tries to lay the founda- 
tions and regulate two computing ideolo- 
gies will please neither. 

The issue in Oregon, in 1931 and again 
in 1955, raises an important philosophical 
question in free government : How far and 
to what extent can a dissatisfied vested 
interest press for fundamental alteration 
of organic acts and existing political insti- 
tutions in order to achieve a preconceived 
result? 

Above all, the controversy in Ore- 
gon underlined a common but not always 
valid opinion that elected commissions and 
consumers’ interests are synonymous. Real 
consumer interest might well be damaged 
by a commission more interested in mass 
applause than in decisions which will stand 
up on court appeal. 


| pas considering commission-court 
relations, a word of caution needs to 
be injected about glib comparisons be- 
tween courts and commissions. Most of the 
arguments for the election or appoint- 
ment of judges have little validity in rela- 
tion to commissioners. Aside from the fact 
that the pulse of democracy must be felt 
in the top staffing of courts and commis- 
sions, the analogy between the two is in- 
correctly developed. The orthodox func- 
tions of courts and commissions differ 
decidedly. The courts belong in one of the 
three separate branches of our govern- 
ment, the judiciary. It is difficult to place 
the commissions in a single category. In 
some states they are amenable to legisla- 
tive control, in others they are under ex- 
ecutive sway, and in other jurisdictions 
they occupy the status and rdle of admin- 
istrative agencies, which repudiates Mon- 
tesquieu’s separation of powers. 
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The Bench and the Platform 


ce 


. sound regulation requires reasonable administration. There is no 


basis for emotional appeals on a quasi-judicial tribunal. One cannot con- 
clude that in practice either the election or appointment of commissioners 
actually promotes a maximum of regulatory profundity. Nevertheless, 
one inherent incentive for elected commissioners to make good with the 
public is to attune regulatory philosophy to the level of the rank and file. 
Appointed commissioners, in order to justify their continuance on the job, 
are induced to maintain a quality of work which will appeal to a somewhat 
more specialized and better trained group of political leaders who occupy 
strategic positions on the regulatory periphery.” 








The quasi-judicial functions of regula- 
tory agencies are a relatively minor part 
of their tasks, such as ordering refunds 
or other duties which look to the adjudica- 
tion of events in the past. Rate making, the 
most important role, is always for the fu- 
ture and has generally been regarded as 
legislative in character. Setting up service 
regulations, safety standards, compiling 
reports and accounts are, of course, ad- 
ministrative functions. The commission is 
thus typically a trinity of governmental 
power, partaking of some of the char- 
acteristics of each of the three branches, 

but exclusively belonging to none. 
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ne of the elevated tradition of the 

legal profession and the great prestige 
of the American judiciary, the effective- 
ness of regulatory commissions sometimes 
has been evaluated in terms of the number 
of decrees sustained and overruled by ap- 
pellate review. Of course this quantifica- 
tion is not reliable. At best it transfers the 
higher reputation of the courts to the less 
revered administrative commissions when 
their opinions coincide. Although this 
yardstick often does have the effect of in- 
dicating when commissioners have tried to 
take the law into their own hands in its 
administration, no means is afforded to in- 

















dicate if the commission order was cor- 
rect in the first instance and whether the 
court erred in repudiating it. Nor is it a 
reliable test when a commission has a rec- 
ord that very few of its decisions have 
been challenged by the litigants in court. 
Such a record was construed to suggest 
the possibility of complaisance of a com- 
mission—that its conservative rate orders 
were generally acceptable to the industries 
regulated.* This contention overlooks the 
correlative possibilities of bona fide de- 
cisions. Companies may feel their cases are 
not strong enough to win appellate rever- 
sal or that it would be inexpedient to an- 
tagonize the regulatory agency. The ade- 
quacy of provisions for judicial review and 
company “public relations” are additional 
considerations which play a part. 


_— commission-court rela- 
tions shed some occasional light on 
how often judges think commissioners 
acted within their area of discretion. The 
nature of sustained and rejected admin- 
istrative orders may mean the court was 
oriented in one direction and the commis- 
sion in the opposite. A few concrete exam- 
ples are available. In recent years very few 
decisions of the Kentucky Railroad Com- 
mission were taken to court. In each in- 
stance the ones that were decided favora- 
bly to the railroads were affirmed, and 
those that were decided against the rail- 
roads were overruled. Likewise, the public 
service commission of that state has fared 
well in its rulings when tested in the courts 
of Kentucky. Since the effective date of 
the organic act through January, 1954, 
only two orders of the New Mexico Public 
Service Commission out of 410 were taken 
to the district court. In both cases the com- 
mission was sustained. 
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—— Fesler has wisely concluded 

that “Neither popular election nor gu- 
bernatorial appointment ensures the selec- 
tion of competent utility commissioners.””™* 
An earlier treatise stated it this way: 


There is no doubt that too little atten- 
tion has been paid to the qualifications 
of commissioners. Under the elective 
system qualifications of a technical or 
semitechnical nature necessarily play a 
secondary or an entirely subordinate 
role to vote-getting ability. Under the 
appointive method utility commission- 
erships are looked upon all too often as 
political plums. 


Another eminent authority, whose text 
has the distinction of having been cited by 
the United States Supreme Court, sum- 
marized the arguments‘against the election 
of commissioners : 


The men who are best qualified by 
training and experience to discharge the 
exacting duties of commissioners are 
unlikely to be suited by either ability or 
inclination to undertake political cam- 
paigns to win office; nor should the com- 
missioner who is in office be under the 
necessity of interrupting his work to en- 
dure the fatigues and frustrations of a 
political campaign; and most important 
of all the members of the commission 
should be above politics, indifferent to 
the political aspects of the cases that 
come before them, and independent of 
the political favors and enmities of cor- 
porations and consumers alike. . . .1 


The choice, to use loaded words, is be- 
tween an elected “politician” and an ap- 
pointed “bureaucrat.” The fundamental 
question resolves itself into which system 
will result in a better selection of commis- 
sioners over the longer period of time. 
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This, in turn, depends upon complex hu- 
man equations which vary as to time, place, 
and circumstances. An alert and intelligent 
electorate can, if and when it wants to, 
elect more competent officials than a po- 
litically ambitious chief executive whose 
major objective may be to promote his 
own political strength, without too much 
regard for the commonweal. But, alas, 
all electorates are not always alert. And, 
fortunately, governors often do put states- 
manship first. Such an executive can focus 
attention on these appointments and nomi- 
nate or select competent commissioners 
only after he has carefully canvassed the 
available field. 


a is probably not entirely coincidental 
that the states which enjoy the highest 
professional prestige in the philosophy and 
practice of regulation have appointed com- 


e 


missioners—New York, Wisconsin, Cali- 
fornia, Pennsylvania, Ohio, and Connecti- 
cut, just to mention a half-dozen. This is 
not attributable solely to the individual 
commissioners. And, to repeat, it does not 
mean that election states have not pro- 
duced time and again extremely able men. 
Yet it is a fact that several states which 
elect commissioners do not enjoy very im- 
pressive reputations in the field of regula- 
tions. 

The “case” for elected commissioners 
seems strongest in the small states. Sev- 
eral of the larger ones adhere to it by 
choice. It is the writer’s considered opin- 
ion that a net practical result of the ap- 
pointment of commissioners is to enlist 
more able men and women, in the sense 
that they are more familiar with, and pro- 
ficient in, the theory and practice of sound 
regulatory administration. 


Footnotes 


1It is recognized that commissioners may recom- 
mend, with propriety, to legislative authority changes 
in the substance of the law they consider desirable 
in the light of their experience on the commission. 
But that does not go so far as to advocate basic 
alterations in the commission itself. 

New Mexico Constitution, Art IV, § 36. 

8 New Mexico Public Service Commission Act, 
§ 72-405. 

= Report to the Committee for Study and Recom- 
mendation of Reorganization of the Executive 
Branch, State of New Mexico, on the corporation 
commission and the public service commission, by 
Henry Weihofen. Mimeo. (1952) pp. 62, 63. 

5 [bid., p. 70. 

My wn oll Journal, February 24, 1953. 

7 Ibid., December 16, 1953. Another bill proposing 
to consolidate the two commissions is under consid- 
eration this year. 

8 This has been undertaken by Dee Akers in a 
doctoral dissertation, “Procedures of Regulatory Ad- 
ministration in Kentucky” in the department of po- 
litical science at the University of Kentucky. 

9 Oregon has a one-man commission. 

10 The Oregonian, January 29, 1955. 

11 Personal letter to the author, Salem, Oregon, 
February 16, 1955. 

12 See, for example, two articles by the author: 
“The Proposed Development Authority Compact 
for New England” in Political Science Quarterly, 
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March, 1951; and “A New Regionalism in Regula- 
tory Administration,” Pusiic Urmities Fort- 
NIGHTLY, March 26, 1953, p. 427. 

18 “Connecticut court records indicate that since 
1911 only four rate cases were appealed to the su- 
preme court of errors by the companies. In the last 
ten years litigation in the courts affecting the com- 
mission has been practically nonexistent. Given the 
inadequate staff of the commission, its reliance on 
company data, and the preoccupation of the commis- 
sion and staff with the formal aspects of regulation, 
the relative absence of appeals suggests the possi- 
bility that the commission has failed to hold rates 
to a reasonable return on the invested capital. That 
is, rate decisions have been so much above that long- 
established standard that the companies have never 
found it necessary to challenge the decisions.” Public 
Utilities Commission. REGULATIVE AGENCIES. Re- 
port of Survey Unit #9 to the Commission on State 
Government Organization. Connecticut. By Marver 
H. Bernstein. November 21, 1949. Part II, p. 23. 

14 The Independence of State Regulatory Agen- 
cies, by James W. Fesler (Chicago, 1942), p. 22. 
Also, Economics of Public a by Emery 
Troxel (New York, 1947), pp. 

15 Public Utility Rete,” = William E. 
Mosher and Finla G. Crawford (New York, 1933), 


p. 8. 
16 The Economics of Public Utility Regulation, 
by Irston R. Barnes (New York, 1942), p. 178. 
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Washington and 


the Utilities 


Gas Consumers Protest 


HE effort made by Representative 

Priest (Democrat, Tennessee), chair- 
man of the House Interstate Commerce 
Committee, to wind up hearings on the 
Harris-Hinshaw bills by April 29th was 
viewed in some quarters as an effort to cut 
off growing opposition from so-called con- 
sumer groups. Following the Easter re- 
cess, the committee has been hearing a 
parade of witnesses representing varied 
interests and with widely differing views 
on whether independent producers of gas 
should be fully exempt from FPC regula- 
tion, as provided by the Harris-Hinshaw 
bills. 

First there was the position taken by 
the gas distributing utilities. Randall Le 
Boeuf, New York attorney who appeared 
for a group of the distributors, agreed to 
the exemption of producers from FPC 
controls only under conditions which 
neither the producers nor the pipeline com- 
panies would be likely to concede without 
considerable argument. 

The principal target of the distributors 
was the operation of escalation clauses and 
most favored-nation clauses in contracts 
between producers and pipeline companies. 


























On the whole, the gas distributing utilities 
were generally inclined to agree to some 
limited form of relief for producers from 
the rigors of full FPC jurisdiction. But 
none favored full exemption offered in the 
proposed legislation. All were hostile to un- 
supervised escalation clauses in producer 
pipeline contracts. Testimony ranged from 
the mild approach taken by a witness for 
the United Gas Improvement Company in 
favor of bills to exempt small producers 
from all regulation, to that of counsel for 
the Minneapolis Gas Company, who advo- 
cated strict regulation of all producers on 
an original cost basis. 

Under the recommendation of counsel 
for most of the distributing companies ap- 
pearing, FPC would retain a qualified sort 
of jurisdiction over all producers. FPC 
would be required to exercise control over 
contracts (1) where the “more injurious 
forms of escalation clauses” were in opera- 
tion, and (2) where FPC, a state commis- 
sion, a pipeline, or a distributing company 
could show that a contract was not made 
at arm’s length. 


N the other hand, witnesses for coal 
mine operators and their labor unions 
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took the position that the FPC should ex- 
ercise more, not less, jurisdiction, especial- 
ly over direct sales for industrial use. Such 
direct sales, the coal industry witnesses 
claimed, amount to little more than off- 
peak or dump price sales below actual cost 
or the comparative level of rates charged 
to distributing utilities. The use of such 
direct sales to keep pipelines operating dur- 
ing of! season periods results in the em- 
ployment of natural gas for boiler fuel and 
otherwise adversely affects the market of 
the coal industry. 


_ eeonemgaem for the National Coal Asso- 
ciation, who said they speak also for 
the Anthracite Coal Institute, testified be- 
fore the House Commerce Committee in 
support of a bill by Representative Stag- 
gers (Democrat, West Virginia). The bill 
would require federal regulation of direct 
industrial sales of gas and would specify 
that the charges for these industrial sales 
could not be below actual cost plus a fair 
proportion of fixed charges. 

Rolla D. Campbell, general counsel of 
the Island Creek Coal Company and main 
spokesman for the coal association, warned 
that “we will oppose any legislation to re- 
move Federal Power Commission controls 
over the production and gathering of nat- 
ural gas unless such legislation is broad- 
ened to include the principal features of 
the Staggers Bill.” 

Robert E. Lee Hall, general counsel of 
the National Coal Association, said Con- 
gress has exempted direct industrial sales 
of gas from federal rate regulation on the 
assumption that state commissions would 
regulate the sales. However, he said, state 
commissions have taken the position that 
these sales are really part of interstate 
commerce and not subject to their control. 
As a result, there is no regulation at all on 
these industrial sales, he declared. 
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Me* CAMPBELL said the coal industry 
has suffered heavily during recent 
years from wholesale invasion of its mar- 
kets by natural gas. It naturally resents 
such a loss of markets, he continued, but 
it especially resents a loss of markets “un- 
der circumstances where the competitive 
factors are not relatively equal.” This is 
the case, he told the committee, where pipe- 
line companies sell gas to large industrial 
consumers at “dump prices.” He con- 
tinued : 


We call them dump prices because 
they are only a fraction of the prices at 
which the same gas is sold to the local 
gas companies for resale, and bear no 
relation to cost. As you know, the FPC 
cannot regulate the prices at which gas 
is sold by pipelines to purchasers who 
consume the gas and do not resell it. But 
in fixing the rates on regulated sales, it 
permits the pipeline companies to charge 
most of the fixed costs against the regu- 
lated sales and thereby to reduce the 
costs charged against unregulated sales. 

The coal industry feels it has every 
right to call this practice unfair com- 
petition resulting directly not from the 
free play of competitive forces but from 
the terms of an act of Congress. 


ie addition to the distributing utilities 

and the coal industry, the mayors, gov- 
ernors, and other consumer witnesses ral- 
lied by the National Institute of Municipal 
Law Officers were expected to make the 
most political impact on the Congressmen. 
However, not all of the developments were 
unfavorable to the Harris-Hinshaw legis- 
lation, even during the presentation of the 
case for the opposition. Support within 
the committee from so-called consumer 
state Congressmen made a very definite 
appearance. 

Two Congressmen from consumer 
states, Representatives Hale (Republican, 
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Maine) and Dolliver (Republican, Iowa), 
appeared to back the Harris-Hinshaw pro- 
posals, if some consumer protection 
against unreasonable escalation could be 
added. Hale particularly asked for clarify- 
ing legislation during cross-examination 
of distributor witnesses, as he sharply dis- 
agreed with those who supported the status 
quo, calling the U. S. Supreme Court’s de- 
cision in the Phillips Petroleum Company 
Case a “weasely” opinion. 

What reception producer forces will 
hold out to such qualified support remains 
to be demonstrated. But even if not re- 
quired by the committee breakdown on the 
issue, some changes may occur. 


* 
Uncle Sam—Big Businessman 


HE first general report of an inven- 
tory of federal business, real estate, 
and other property holdings has been made 
by the General Services Administration. 
The report, which was made at the re- 
quest of the Senate Appropriations Com- 
mittee, covers government land holdings, 
structures, and facilities owned, operated, 
or maintained by the federal government. 
In brief, it shows that Uncle Sam, in ad- 
dition to owning 21.3 per cent of the area 
of the continental United States, owns (1) 
gas lines; (2) electric power systems; (3) 
railroads; (4) telephone lines; and (5) 
breakwaters, docks, and jetties—all pur- 
chased and operated or maintained with 
tax funds. All federal property, exclusive 
of “trust” properties and the public do- 
main, was purchased at $30.2 billion. 
The inventory covers all real property 
owned or acquired up to December, 1953. 
Additions are likely. The GSA states that 
no report of this magnitude has ever been 
attempted and some inaccuracies have un- 
doubtedly crept into its compilation. Re- 
finements are to be made. 
The government owns $14.4 billion in 


buildings and $13.6 billion in “structures 
and facilities,” according to the report. 
Interior, the Atomic Energy Commission, 
GSA, and the Tennessee Valley Authority, 
in that order, trail only the Defense De- 
partment (all military installations) in the 
cost of real property under their respec- 
tive agencies. Defense, $18.8 billion; In- 
terior, $3,260,000,000 ; AEC, $1,840,000,- 
000; GSA, $1.3 billion; TVA, $1,150,- 
000,000. In contrast, the Post Office De- 
partment’s 3,000-odd local post offices, a 
poor ninth, aggregate $468,000,000. Third 
place in the “cost-of-federal-land-by-pre- 
dominant usage” goes to “power develop- 
ment” ($245,000,000). First and second 
place are held by “flood control and navi- 
gation” and “military,” respectively. 


HE cost-of-federal-structures-and-fa- 
cilities list is headed by “‘power devel- 
opment,” with a federal expenditure total- 
ing $2,701,000,000. An additional cate- 
gory cited as “electrical distribution sys- 
tems” accounts for a federal expenditure 
of $1,017,000,000. Water systems, $817,- 
000,000; heating systems, $664,100,000; 
and communications systems (including 
telephone, telegraph, and microwave), 
$206,300,000. Under the power develop- 
ment heading the cost of facilities is 
broken down further to three agencies: 
Interior, $947,000,000; TVA, $927,000,- 
000; Army Engineers, $827,000,000. 
These figures include hydro projects, ap- 
purtenant facilities, and transmission lines. 
Lesser utility systems (heating, water, 
and communications) are broken down as 
follows: Defense, $1,616,000,000; AEC, 
$216,000,000; housing, $99,000,000; 
others, $187,000,000. Electrical distribu- 
tion credited to Defense, Interior, and 
AEC refers to systems which are owned 
by the federal government, but which dis- 
tribute electricity purchased from other 
federal agencies or private producers. 
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FCC Examiner Disapproves 
Bell System Acquisition 


rte magne Brett TELEPHONE Com- 
PANY’S petition to acquire an inde- 
pendent telephone company property at 
Tomball, Texas, has been turned down in 
an initial decision by FCC Examiner H. 
Gifford Irion. The decision, which becomes 
final unless altered or reversed by the full 
commission, denies the Bell system com- 
pany’s application for a certificate to pur- 
chase, for $200,000, properties of the 
Tomball Telephone Company, located out- 
side Houston, Texas. The small inde- 
pendent has an estimated net investment 
of $96,900. 

Irion’s decision pointed out that such a 
certificate provides exemption from anti- 
trust laws and therefore imposes a burden 
of proof of public interest on the applicant 
Bell system company, which it failed to 
sustain. Southwestern Bell claimed that 
the purchase price of $200,000 is a fair 
value and sought to minimize its impor- 
tance by showing that it would have no 
effect upon rates. Once the purchase was 
consummated, the company argued, and 
all of the accounting data known, it would 
submit its accounting entries, including the 
treatment of the purchase price, in accord- 
ance with the FCC’s rules. With respect 
to this argument, Irion’s opinion stated: 
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There is an element of sophistry... 
in the contention that the purchase price 
can be totally divorced from the ques- 
tion of rates. The record contains no 
evidence as to how the investment of 
$200,000 would be treated for rate-mak- 
ing purposes. Even compliance with the 
requirements of the commission’s Uni- 
form System of Accounts would not bar 
Southwestern Bell from claiming the 
excess of purchase price over original 
cost as an item of the rate base to sup- 
port higher intrastate rates. . . . the 
possible effect of the acquisition as a 
factor in future rate making is one mat- 
ter to be considered and this relates to 
the question of public interest quite as 
much as to whether the subscribers will 
benefit. Assuming, therefore, that the 
stated purchase price is an unreasonable 
one, the certificate should be refused on 
the ground that the acquisition would 
not be in the public interest. 


ees said there was no assurance that 
subscribers, either present or potential, 
in the Tomball area, would receive the 
various sorts of relief which they need 
either at an early date or, in fact, at any 
time. Furthermore, Irion found nothing in 
the record to demonstrate that the Tom- 
ball Company is financially or otherwise 
incapable of making additions to its sys- 
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tem, of effecting service improvements, or 
of performing adequate maintenance. 
Whatever benefit might accrue to the area 
by the sale to Southwestern Bell, he con- 
tinued, would lie in the facility with which 
the exchange could be integrated into 
Southwestern’s Houston exchange, plus 
certain rehabilitation of outside plant. As 
against these apparently slight advantages, 
he said, present and prospective customers 
would be faced with the likelihood of sub- 
stantially higher rates. This was substan- 
tially in line with the FCC’s common car- 
rier bureau opinion, recommending denial 
of Southwestern’s application. The opin- 
ion stated : 


Although this commission does not 
have jurisdiction to determine the rea- 
sonableness of intrastate charges, the 
fact that such charges will be higher un- 
der the proposed acquisition is a factor 
to be considered in determining whether 
the acquisition will or will not be of ad- 
vantage to the persons to be served. 
When such increased rates are weighed 
against the nebulous service advantages 
claimed by Bell, it is impossible to say 
on the basis of this record that there is 
a net balance of advantage to the persons 
to be served. 


| gees declined to rule on an interesting 
contention made by representatives of 
the United States Independent Telephone 
Association and the Texas Telephone As- 
sociation. Both groups intervened in the 
hearings in opposition to Southwestern 
Bell’s application on grounds that it tended 
to promote monopoly. USITA General 
Counsel Bradford Ross argued that the 
Bell system should not, in the interest of 
avoiding monopoly, be permitted to buy 
up an independent company’s property as 
long as other independents might be will- 
ing to do so. Irion’s decision stated: 


Interveners appeared to argue that, 
since certain independent telephone com- 
panies would be interested in purchas- 
ing the Tomball properties and would 
be financially able and willing to pro- 
duce all the desired improvements, a 
grant of this application would tend to 
promote monopoly. This proposition 
cannot be considered abstractly and 
there is no evidence that the Tomball 
Company could or would sell to an in- 
dependent nor what the purchase price 
would be nor what benefits would accrue 
to subscribers. It is sufficient to say that, 
on the basis of this record, the conten- 
tion must be rejected. 


The denial of the application was with- 
out prejudice to a renewal of the applica- 
tion on a different basis. If Irion’s ruling 
remains unchanged, there is a possibility 
that either Southwestern Bell or an inde- 
pendent company might arrive at a differ- 
ent agreement for buying the Tomball 


property. 
¥ 


Minimum Wage Legislation 


& mip are inclined to the belief that 
the Senate Labor Committee may 
extend minimum wage amendments in line 
with the recommendations of the Eisen- 
hower administration proposals to in- 
crease the minimum wage from 75 cents 
to 90 cents. Labor unions are naturally 
pressing for a higher minimum and there 
are pressures from other quarters for sub- 
stantial changes in the wage-hour law. At 
the hearings before the committee last 
month, the president of the CIO Commu- 
nications Workers of America, Joseph A. 
Beirne, called for increases ranging up to 
as high as $1.50 an hour. Beirne also asked 
for the elimination of the present exemp- 
tion, under the Fair Labor Standards Act, 
of telephone operator wages at exchanges 
of 750 stations or less. 
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New Appraisal of Future 
Progress with Atomic Power 


N an address before the American 
Power Conference April 1st, Kenneth 
Davis, director of the division of reactor 
development of the AEC, gave some in- 
teresting new estimates regarding possi- 
ble future progress in developing atomic 
power. He pointed out that the nuclear 
fuels—uranium and thorium—are basi- 
cally very plentiful; even common granite 
contains these elements and, assuming that 
10 per cent could be recovered and fis- 
sioned, has a “fuel value” about eight 
times that of coal. 

In the development of atomic reactors 
there has now been considerable progress 
in lowering construction costs, since there 
is some tendency to concentrate on the 
cheapest type of reactors, although these 
may not have the greatest ultimate poten- 
tial from an operating angle. The Du- 
quesne plant (pressurized water reactor) 
is expected to cost over $600 per kilowatt. 
But now costs as low as $80 to $100 per 
kilowatt (for the nuclear boiler only) 
have been estimated for newer plants of 
75,000 to 150,000 kilowatts. While this is 
still substantially more than the $40 to 
$70 per kilowatt for conventional boilers, 
it is very encouraging. 

Operating costs will remain very high, 
however, so that Mr. Davis estimates “that 
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we do not know today how to build a nu- 
clear power plant which would produce 
power for much less than two to three 
times that from the best conventional plant 
of the same size which could be built in- 
stead. . . . If the investment required for 
a nuclear plant is not too much out of line 
with that for a conventional plant, a utility 
company is perhaps not taking a very large 
risk when it assumes that operating costs 
—including fuel fabrication, chemical 
processing, etc.—will decrease with addi- 
tional development and with an increase 
in the scale of operations.” 


Me Davis foresees three phases in the 

transition to nuclear power plants. 
First is the “induction phase” when some 
fairly large nuclear plants will be built, 
largely with private funds, with the gov- 
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ernment lending fissionable material and 
financing research. (This phase is already 
under way.) Second would be the “expan- 
sion phase,” which he expects to begin in 
about ten years, when the proportion of 
nuclear to total new generating capacity 
may jump from perhaps 5 per cent to 60 
per cent, due to rising confidence in the 
eventual economic advantages of nuclear 
power. The third period would be the 
“saturation phase,” when the proportion 
of nuclear to total new construction will 
rise more slowly, up to perhaps 75 per 
cent. 

Mr. Davis feels that there may still 
be some construction of conventional fuel 
plants at this point, where the size is small 
or the fuel cost is exceptionally low. How- 
ever, he thinks that by 1960 we may have 
2,000,000 kilowatts of nuclear power gen- 


' erating capability ; by 1965, 5,000,000 kilo- 


watts; by 1970, 27,000,000 kilowatts ; and 
by 1977, 100,000,000 kilowatts—almost as 
much as we have now in conventional 
plants. The nuclear plants would then 
probably represent an investment of near- 
ly $20 billion, or an average of about $200 
per kilowatt. (This estimate presumably 
includes the generator and accessories in 
addition to the boiler—the previous esti- 
mates being merely for the boiler. ) 


| considering forecasts such as Mr. 
Davis’ it is worth while to remember 
that so long as the government continues 
to finance a huge research program, nu- 
clear energy will remain a highly dynamic 
industry. Already there are hints that nu- 
clear power may be “souped up” by inject- 
ing some relatively inexpensive lithium 6 
into the nuclear firebox. (See Wall Street 
Journal story, “H-Bomb Harnessing,” 
April 18th.) The extremely high tempera- 
ture generated by fission of heavy elements 
is needed to trigger the fusion of the atoms 
of light elements such as hydrogen and 


lithium. Both processes create tremendous 
power, but fusion would seem to have 
much lower cost possibilities and permit 
simpler processing—if a way could be 
found to provide the necessary tempera- 
ture of 1,000,000 degrees or more with- 
out having to use the fission process as a 
pilot light. Some gossip items in science 
reviews have suggested that this may 
eventually be accomplished through ex- 
ploding a very fine electric wire by forc- 
ing a high-voltage current through it. It 
would be interesting to have some con- 
firmation of this possibility. Another ques- 
tion would be whether the use of the fusion 
process (without accompanying fission of 
heavy elements) would avoid creating the 
dangerous radioactivity which accompa- 
nies the fission process, and which is re- 
sponsible for much of the heavy operating 
cost in attempting to tame fission for util- 
ity use. 

Perhaps some day the AEC can 
enlighten us. 

> 


Utility Stocks Popular with 
Mutual Funds and Colleges 


CCORDING to the financial editor of the 
Detroit News, 138 mutual funds re- 
cently had invested over a billion dollars 
in the securities of 220 public utilities. The 
holdings (as broken down by the National 
Association of Investment Companies) 
were made up of $860,000,000 common 
stocks (72 per cent) ; $196,000,000 pre- 
ferred stocks (19 per cent) ; and $95,000,- 
000 bonds (9 per cent). The common stock 
holdings included securities of 189 com- 
panies in all branches of the utility in- 
dustry. 

The largest holdings were in American 
Telephone and Telegraph Company with 
over $32,000,000 in stock and $3,000,000 
in debentures. AT&T common was held 
by 39 mutuals, being exceeded in this re- 
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spect only by United Gas Corporation 
which was held by 43 funds. However, 
based on common stock holdings only, 
General Public Utilities ranked second to 
AT&T with about $30,000,000 owned by 
37 mutuals. 

Other popular names were Pacific G&E, 
Niagara Mohawk Power, Tennessee Gas 
Transmission, Middle South Utilities, 
Southern California Edison, American 
Gas & Electric, Consolidated Edison of 
New York, Central & South West Cor- 
poration, Texas Utilities, Southern Com- 
pany, Northern Natural Gas, American 
Natural Gas, Illinois Power, Consolidated 
Natural Gas, Columbia Gas, Panhandle 
Eastern Pipe Line, and Public Service 
Electric & Gas. American & Foreign 
Power topped the bond list, while Ten- 
nessee Gas Transmission had first posi- 
tion (based on dollar holdings) in the 


preferred stock list. 
I nN the March issue of The Exchange, 
published by the New York Stock Ex- 
change, the equity investments of the Ivy 
League colleges—Harvard, Yale, Prince- 
ton, and Columbia — were analyzed. 
Among the favored utilities whose stocks 
were held by these colleges were Middle 
South Utilities, North American (now 
Union Electric of Missouri), New Eng- 
land Electric, Niagara Mohawk Power, 
Columbia Gas, Carolina Power & Light, 
Ohio Edison, Southern Company, El Paso 
Natural Gas, Southern Natural Gas, and 
Northern States Power. 


Equation 
June 1, 1953 P = 4.1E + 12.0D 
Dec. 1, 1953 P = 4.7E + 11.7D 
June 1, 1954 P = 5.9E + 11.5D 
Dec. 1, 1954 P = 5.9E + 12.3D 
Mar. 1, 1955 P = 7.3E + 11.6D 
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How Much Weight Do 
Investors Give Retained 
Earnings? 


Vw G. ARNSTEIN, a member of 
the staff of the New York Public 
Service Commission, has prepared an in- 
teresting analysis of the relative impor- 
tance of dividends versus earnings in de- 
termining the price of an electric utility 
common stock. His study (prepared as a 
personal research) was based on a compre- 
hensive list of electric utility stocks, with 
data compiled for various dates in 1953- 
55. He developed the accompanying table, 
showing the relative importance assigned 
to dividends and retained earnings (P = 
Price, E = Earnings, and D = Divi- 
dends). Thus on June 1, 1953, the ratio of 
the dividend multiplier was 2.9 times the 
earnings multiplier; while on March 1, 
1955, the ratio had dropped to 1.6—in 
other words, earnings had become more 
important than on the earlier date.* 

His conclusion is that although divi- 
dends are basically more important than 
earnings in determining market value, 
earnings are becoming relatively more 
important in the current market. He con- 
cludes: 


If we were to assume a situation 





*He assumed that the market price for utility 
stocks was equal to earnings times a constant plus 
dividends times a constant. Thus 

p=2e 7 Pd 
where p = price, e = earnings, d = dividends, and 
a and b are the constants. Dividing this equation 
through by e gives the formula p/e = a + b d/e. 
This equation was solved by the use of least squares. 


aH 
Ratioof Average 
Multipliers Yield Moody’s 
Of 120 Yield on 
DtoE P.U.Stocks P.U.Bonds 
2.9 = 4g 3.57% 
2.5 55 3.38 
1.9 5.2 3.13 
2.1 4.9 3.10 
1.6 4.6 3.17 
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where we had 2 per cent yields with 
normal pay-out ratios and interest rates 
at today’s level, the stocks would cer- 
tainly be selling on earnings, and divi- 
dends would have relatively less weight. 
The chemical group would be an exam- 
ple of this type of situation. In other 
words, it seems to me that so long as 
the stocks are selling on, or near, a 
money basis, the dividend will have a 
greater weight, but once they get out 
of line they will tend to sell more on 
earnings. 


| seen there is another way of looking 
at the matter. If we take a list of se- 
lected electric utilities which are consid- 
ered “growth” stocks, it is possible to ar- 
range these by territorial groups and to 
obtain adjusted “yields” by using the rule- 
of-thumb method of weighting retained 
earnings only half as much as dividends. 
This method seems to smooth out some ir- 
regularities and gives the results shown in 
the following table: 


Adjusted 

Florida Group Yield Yueld* 

Florida Power Corp. ........ 3.3% 4.0% 

Florida Power & Light ...... va | 4.0 

TU AIAHISIOCETIC: site esrees:-0-00% 3.6 4.3 
Texas Group 

Houston Lighting ........... 2.8 4.0 

"TemaGs TICUNIOS. 502006000 0 3.3 4.3 

Central & South West ....... 4.1 5.1 

Gulf States Power .......... 4.2 4.9 

Southwestern Public Service . 4.8 52 

Bl OBO FIC CITIG oii os 0ccesee 4.0 5.0 
Western Group 

Tao: POWES osc cc cccccess 3.8 5.0 

Arizona Public Service ...... 3.5 45 

Tucson G. EL. & Po cccccs 4.1 5S 





*Based on dividend plus half of retained earnings. 


For those interested in “formula” meth- 
ods of appraising utility stocks we again 
refer to the analytical methods used by 
Walter Leason of Montgomery, Scott & 
Co., who has just issued a 28-page “Co- 
ordinated Study of Leading Electric Pow- 
er and Light Company Common Stocks, 


Third Edition.” It covers 70 stocks, ana- 
lyzing the factors of capitalization, rate of 
return, current earnings, dividend pay- 
ments, and growth prospects. To quote 
from the study: 


The ability to pay dividends is exam- 
ined to secure a standard or reasonable 
dividend for each company. This indi- 
cates the security of the current dividend 
as well as the possibility of a higher 
rate being paid. Each company’s growth 
through expansion of generating capac- 
ity is examined for the next few years. 
These considerations are then co-ordi- 
nated and an opinion is expressed on 
the value of each stock at current prices. 


* 
Rights and Taxes 


NDER the old tax law, if subscription 
rights on utility stocks were sold or 
exercised, it was necessary for the stock- 
holder to do some elaborate cost account- 
ing for future tax purposes. It was nec- 
essary to apportion the cost basis of the 
old stock between the stock and the rights 
in accordance with their relative market 
values on the record date. For example, 
holders of Philadelphia Electric stock who 
exercised their rights issued June 9, 1954, 
had to apportion costs on the following 
basis: 





Average 
Market A pportion- 
Value ment 
June9,1954 Percentage 
Original Stock 
(ex-rights) ......... $36.296875 99.4435% 
fo: Se er 0.203125 0.5565 
TOI» sceccovwe wees $36.50 100.0000% 


The new Tax Code which became effec- 
tive last June now saves stockholders the 
trouble of working out this apportionment, 
unless they prefer to do it. Under the new 
permissive rdle proceeds of the sale of the 
rights can be considered as a capital gain 
—long-term or short-term, depending on 
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the holding period of the stock on which tion price, which means in effect that the 
the rights were received. And if the rights holder will eventually pay a capital gain 
are exercised this merely means that the tax on the rights. But the cost of original 
cost basis of the new stock is the subscrip- holding does not have to be adjusted. 
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BROKERS’ UTILITY ANALYSES* 


No. 

Company Analyses Firm Pages Issued 
eS eo CS 2) Ue ae Te Fe Argus Research Corporation .......... 2 April 
PAEACR APL EE BI, 0.65 in0b 000505055905 Se OS 2 © ORS Be eee 2 April 
PENN SEWN SSS sss ds voecascaees ses Arthur Wiesenberger & Co. ..... ....-- 12 February 
Biden: tion AGa8 «. sscscsiseceseewsbar (Dewis TitetS WE NGO, oo cee sscc sc cesese 3 +‘February 
Gentral a: South West Corp. ....-0sseccsese BOA 2 CR rer ore rare 6 March 
SSenTGr SUNS RMON 5: coc oscecssseaw cows WEIS WIN OD, 6560 54 Sosa so cece 4 February 
Gestreal Versont PoiSi oo scccesescdss saies Sia SECM EY MOR os. Sawbebacetes¥ssee 1 January 
CATO 2: a eee SSGRURRY AE MURS Secs scicuswerbacaeeads 3 February 
CWE ROC SEN, i. ccc ceceessccecese Argus Research Corporation ........... 2 March 
spe ibas wis Balismnore: 65.006. 6ssesecessbee Argus Research Corporation ........... 2 March 
SSM RUUD GAD, 5. oo:55s00.05.06.s00eeeen Le 8 CR ees ae 4 April 
oe ee ee Argus Research Corporation ........... 2 February 
intemmatsonal Tel. & Tel. 20. cscccscccksccse Shearson, Hammill & Co. ..... 2.20003 7 February 
AGWa DSOMMIETIN, TOUMUCS 5 52:03 a.0<seecess ees is. A; Daxtonite CO, IAC....<s.656055%00400' 1 February 
Towa Southern Uglities ............ss0c00 RG SEAN RGD, oo oe ak os oncwepacaese 1 March 
Miawata Mohawk Power .i....<6500seve0c CUO a 7) © Ct: oe os eee Geren am 2 ~=«C*February 
Niavata MionaWk POWED ...06seccsspecceve NR Cy OS Se Ce 2 April 
2 ES ae Pe i WY. B RERSOTECE 42 HOD. 53505 cc0sccaes 4 January 
OS SE eee ee re Popepitital Ge HOO. 6s 32. cs ee hodes ees 1 April 
CUR Sa kpc cdekdouwseanane owe Argus Research Corporation ..........- 2 February 
Puen, levis AGO, Gils bic dala cow eee Argus Research Corporation ........... ‘y March 
og ee a BW, CIRC NS OR tcci see 1 January 
Pupic service Bec. & Gas. ........s0s00008 Fas A SOME AE ASO. BRC is vais vie ee eenie 2 January 
Public Service of Indiana ..............00. Argus Research Corporation ........... 4 February 
Pub. Sery. so; ot No, Carolina .i536.sié0%0 ISMMEOE MUNG ty Sia oaese due sseseses "4 February 
PRPC NE MT Bo oon 00s 05a oe seesenees BIOPIRMTIAD ORME, cn Latgice s-ic0cesseseee 2 March 
Southern Nevada Power .............eee0 William R. Staats & Goi. .2..6065.000%2% 6 Dec. 54 
ee at he ee ey PEE, WVOI ENO. i cSssdawinae cease’ 4 March 
Deiter eaes Mat 1x08 MOO, 0.6 s.ceececess0s Pa INE EROS 650s obs ose seaase.e 3 March 
Union Elec. Co. of Missouri ............+6: Argus Research Corporation ........... 2 February 
United Gas Improvement ...............00+ RR MEME og cece es caeacGraee 9 January 
Warmitia TCC, OF POWES 6. 6-0.0000:000:0:09% 00100 SEY TE NOTE cos 5 so tsa ese hess seae es Z February 
Washington Water Power ...........-.ee0. Render, Peapeay We Gop os cce'scissess cane 22 March 
Waisconsm: Plec, Power ....oic0.0656000056d56 Argus Research Corpcration ........... 2 January 
Offers Be oo Bes ee rn ee Loewi & Co. (Milwaukee) ............ _— February 

Regular Bulletins and Tabutctions 
Monthly Review of Utility Developments ... Josephthal & Co. ...........sceeeeecees 4 April 
Co-ordinated Study of Leading Utility 

LRN PEOTINES 555s. 5c ocse sas aate dems Montgomery, Scott & Co. ..........6.. 28 April 
Monthly Tabulation of Utility Stock 

METS POE is is os cas 0G sh as 60. 0.000R SOE BOD: ch bkbossisnsececeeares 2 February 
lic Totslitses Fatt o-.sc noes os s00ca0se Basten, NG Re 420.0. ac cioesnaseod eae 10 April 
Public Utility Common Stocks ............. W. L. Lyons & Co. (Lexington, Ky.) .. 2 April 

Other Bulletins on General Topics 

Comparison of Eleven Electric 

Utility Growth Stocks . 2. 0.22... ccecces Pesonnedy meee, i si.eeetiil ected gh 13 January 
Bhectric Uitiity TOGUstry ...nis00scs090seee Pee OB en ca basses ss dee riaten 4 March 
Electric Utilities—Growth Plus Defense ....E. F. Hutton & Co. ...........ccceeees 7 March 
Electric Utilities Still Have Solid Promise ..Moody’s Investor Service ...........0-. 4 March 
Ten Utility Stocks for Income ............. OO DOEY BE OO ey nsewabiss spe dea mencs ces 2 February 


*Similar lists appeared in the February 3, 1955, issue, and in the November 11th, July 22nd, and March 
18th issues of 1954; also in preceding years. 
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However, apportionment on the old 
basis is still required (a) where market 
value of the rights is more than 15 per cent 
of market value of the stock at the time 
of distribution, or (b) when nontaxable 
rights are issued in compliance with an 
SEC order. The latter presumably refers 
to holding company subscription offerings 
such as the pending rights offering of 
United Gas Corporation by Electric Bond 
and Share. There will be very few such 
utility rights in future. 


© 
Are Stocks Dangerously High? 


HE Fulbright investigation caused a 
temporary pause in the bull market, 


but industrial and rail stocks subsequently 
advanced into new high ground. Utilities, 
possibly retarded by the hardening of 
money rates, did not quite reach the peak 
of early March. Industrial stocks, as meas- 
ured by Dow-Jones average and the more 
comprehensive Standard & Poor’s average, 
as of April 21st, had advanced well be- 
yond the 1929 highs, which led to fears 
in some quarters that the bull market was 
reaching dangerous levels. Evidently the 
FRB was concerned, as it again raised 
margin rates, the rate for new purchases 
now being 70 per cent. 

However, based on indices other than 
price, the market does not seem too badly 
inflated—at least as compared with the 




























































































STOCK PRICES AS COMPARED WITH EARNINGS 

_ BULL MARKET BULL MARKET BULL MARKET BULL MARKET { 
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Source, Cleveland Trust Company Business Bulletin 
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1929 peak, which may not be a very 
good test. 

The chart on page 563, prepared by the 
Cleveland Trust Company, shows that 
price-earnings ratios recently were below 
the 1929 peak—though it is interesting to 
note that the PE-ratio was even higher in 
1933 than in 1929, because earnings 
dropped faster than prices. 


| renenes possible test is the ratio of in- 
dustrial stock yields to high-grade 
bond yields, and according to a study by 
Standard & Poor’s the ratio at the end of 
1954 was 180 per cent compared with only 
72 per cent in 1929. (However, 1929 bond 
yields were 84 per cent higher than now. ) 
A third test is the relation of stock prices 
to book value. At the high point in 1929 
the average book value of fifty industrial 
stocks was only about one-third of the 
average stock price, while at the end of 
1954 it was 54 per cent. 

While the figures may not mean a great 
deal, “Brevits” points out that since 1929 


the volume of retail sales has increased 
about 250 per cent, with gross national 
product, personal income, and bank de- 
posits showing gains almost as large. Farm 
income has lagged with an increase of 
only about 135 per cent, while housing 
“starts” are a little better. 


mene the stock market enjoyed a big 
advance in March and April (espe- 
cially the rails) and seems due for a tem- 
porary reaction, the recent sharp rise in 
business activity, earnings, and dividends 
are supporting factors—plus prospect for 
tax cuts before the election next year. But 
there are a few sour notes, such as the pos- 
sible overbuilding of homes, our huge con- 
sumer credit, and the poor showing of the 
commodity markets. While the Federal 
Reserve Board has recently put on the 
brakes by raising margin requirements 
and rediscount rates, it will doubtless co- 
operate with the administration to prevent 
any real upset in business and any serious 
depression in 1956. 








DATA ON ELECTRIC UTILITY STOCKS 
1954 4/21/55 Cur- Share Earnings. Price- p Sore Common 
Rev. Price Div. rent Cur. % In- 12 Mos. Earns. Pay- Stock 
(Mill.) About Rate Yield Period crease Ended Ratio out Equity 
$230 S Amer. Gas & Elec. ....... 45 $1.80 4.0% $2.60** 6% Feb. 73 69% 33% 
35 O Arizona Pub. Serv. ....... 25 .90 3.6 1.58 21 Feb. 15.8 57 28 
9 O Arkansas Mo. Pr. ........ 25 1.12a 45 1.76 40 Dec. 14.2 64 30 
27 S Atlantic City Elec. ....... 40 1.60b 4.0 2.16 19 Feb. 18.5 74 30 
107 S. Baltimore Gas & Elec. .... 33 1.40 4.2 1.89 23 Dec. 7.5 74 37 
5 O Bangor Hydro-Elec. ...... 34 inn | 553 2.45 19 Dec. 13.9 73 «a3 
4 0 Slack Bills P.&L....... 26 1.28 49 2.10 7 Jan. 12.4 61 26 
86 5S Boston Edison .........<. 56 2.80 5.0 3.12 5 Dec. 17.9 90 53 
17 A Calif, Elec. Power ........ 13 .60 4.6 Jo | Di Dec. 17.8 82 34 
14 O Calif. Oregon Power ..... sco. 61m), |= 50 1.82 32. = Nov. 17.6 88 36 
7 © Galt -Pacihc Val. ........ 27 1.40 eA 2.16** 2 Jan. 12.5 65 30 
<i, at ie, ooh ne aie ap On 25 1.10 44 1.50 11 Feb. 16.7 73 32 
23 S Cent. Hudson G.& E..... 17 76 45 49 21 Dec. 17.2 77 33 
6 © Get tl EeG ...6..60 34 1.60 47 2.31 11 Dec. 14.7 69 32 
30: —Gent: 4a. Baght: s2..00.56 49 2.20 4.5 3.07 ‘f Feb. 16.0 72 40 
Oe Se Oe CS aa 25 1.20 48 1.93 34 Dec. 13.0 62 33 
10 O Cent. Louisiana Elec. ..... 28 1.20 4.3 1.53 8 Dec. 18.3 78 30 
30 O Cent. Maine Power ....... 25 1.20 48 2.00 27 Mar. 12.5 60 30 
105 S Cent. & South West ...... 32 ie 4.1 2.00 16 Dec. 16.0 66 33 
Op) 52 See: Wks EO be ccssss cs 19 92 48 1.33 56 Feb. 14.3 69 30 
95 S Cincinnati G. & E......... 27 1.20 44 1.71 13 Dec. 15.8 58 37 
5 O Citizens Utilities ......... 15 48h 6.2h 1.05 8 Sept. 14.3 46 38 
91 S Cleveland El. Illum. ...... 69 2.60 3.8 3.86 D4 Dec. 17.9 67 44 
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1954 4/21/55 Cur- Share Earnings—— Price- dend Common 
Rev. . Price Div. rent Cur. % In- 12 Mos. Earns. Pay- Stock 
(Mill.) (Continued) About Rate Yield Period crease Ended Ratio out Baquity 
3 © Golo, Cont: Pwk .s.cccess 30 1.20 4.0 1.67 14 Sept. 18.0 72 39 
35 S Columbus & S.O. E....... 30 ig  §3 1.84 D7 Dec. 16.3 8% x 
310 S Commonwealth Edison .... 40 180c 4.5 2.70 14 Dec. 14.8 67 49 
10 A Community Pub. Service.. 24 100# 4.2 1.69 5 Dec. 142 59 49 
2 O Concord Electric ......... 40 2.40 6.0 2.64 6 Dec. 15.2 91 63 
60 O Connecticut L.& P........ 20 98 49 4:12 10 Feb. 17.9 82 38 
19 O Connecticut Power ....... 43 2.25 5.2 2.30 D5 Dec. 18.7 98 41 
AP SS (CORSE, TUISONE ccccccs ces 51 240 4.7 2.97 NC | Jan. 172 ~=681 43 
170 S Consumers Power ........ 49 220 45 341 7” Ore ne 71 42 
Or SS Wavton PS Le secs coe cece 46 200 43 2.88 4 Dec. 16.0 69 36 
at S Delaware P. & L. .....06 35 150 8643 2.08 13 Dec. 168 72 35 
196 S Detroit Edison ........... 36 160 44 2.13 10 ~=~“Feb. 16.9 75 45 
113 A Duke Power ............. Se 200. 37 3.33 7 Dec. 16.2 60 53 
81 S Duquesne Light .......... 36 6:11.80) = 55.0 2.26 2 Dé 15.9 80 32 
27 O Eastern Util. Assoc. ...... 34 = 2.00 5.8 2.33 2 Feb. 14.6 86 33 
2 O Edison Sault Elec. ........ 13 .60 4.6 1.04 27 Dec. 12.5 48 49 
HY OEP Palas. 5.3... ces 40 160 4.0 2.42 21 Feb. 16.5 66 37 
10 S Empire Dist. Elec. ........ 27 140 52 1.96 D9 Dec. 38) 71 32 
4 O Fitchburg G.& E......... 5s. 300°. 55 3.26 16 Dec. 169 ‘92. 33 
38 S Florida Pwr. Corp. ....... 48 160 3.3 2.22 17 Dec. 21.6 a. 
Te S. Mlorigg ©. © Fs. voces voces 66 sO” 27 3.50 25 Dec. ies S51 35 
163 S General Pub. Util. ........ 37 1.70 4.6 2.42 13 Dec. 155 70 38339 
6 O Green Mt. Power ......... 34 1.80 5.3 2.32 35 Feb. 14.7 78 39 
47 S Gulf States Util. ......... 34 140 4.1 1.91 1 Feb. Wie “2a. a0 
20. Ay Pastor Fe Loo ccs: 57° 295. 48 3.54 8 Dec. 16.1 das AZ 
5 ©O Haverhill Elec. ........00. 44 215¢ 49 1.95 D35 Dec. 22.6 110 100 
Be: SS, PIOUS OEE: soses ese 44 120. . 27 2.18 26 ~=Feb. 20.2 55 40 
7 © Housatonic P.S. ......... 26 1.40 5.4 1.58 20 Dec. 16.5 89 46 
be SS FaaG COWES <oe.se isc ec cwses Sa. 228-38 3.60 8 Dec. 16.1 61 35 
70 S_ Iilinois Power ............ 50 220 44 3.05 18 += Feb. 164 72. 35 
af S Indiananolis P. &'L. ...... 27 110 4.1 1.61 1 Dec. 168 68 35 
18 S Interstate Power ......... 14 70 5.0 .97 7 Dec. 14.4 72 30 
2 © Jowatiec.L. GP. occ... 25 1.25 5.0 1.83 11 Feb. 137 6. 
3) S _Towa-lll. G. & E. ........ 33 180 § 5.5 2.20 D2 _~—siFeb. 15.0 82 39 
al S ‘Towa Power @ Lt. ........ 28 140 5.0 1.83 D6 ~=Dec 15.3 , an. 
27 O Iowa Pub. Service ........ 16 70 44 1.05 o 6iee: 12” 62, ag 
12 O Iowa Southern Util. ...... 22 1.20 55 1.56 —_— Feb, 14.1 77 38 
BU S "iencascity FOS LL. oe. 42 1.80 4.3 2:36 7 Feb. 18.0 ti < ae 
25 O Kansas Gas & Elec. ...... ny 4 2.40 42 3.96 14 Feb. 144 +#641 31 
ao SS: Wanese Pe 6b... oces 6c 24 1.20 5.0 1.56 18 Dec. 15.4 77 26 
i ae OJ Coo 0 | 26 120), . 46 2.07 20 Dec 12.6 58 33 
6 O Lake Superior D. P. ..... AS. - 220. = SA 2.85 Dec. 15.1 Th. ah 
S © “Lawrence BICC, occcc cesses 30 1.60 5.3 140 D25 Dec. 21.4 77 63 
de SS Moone. Toland. Btw. oc ose 23 100 43 1.21 19 Dec. we se. 32 
41 S Louwisville G.& E......... 48 180 38 3.35 2 Dec. a3. SA— Se 
ZL OM Fewenriee, BG i... cases Se, anor. Gl 3.74 3 Dec.’53 152 94 65 
Me CS) 0 Ct 2S CR a ee 29 1.60 5.5 2.01 D7 Dec. 144 80 £75 
7 O Madison G. & E. ......... 42 1.60 3.8 3.20 2 Dec 13.1 50 53 
3 A Maine Public Service ..... 30 160 5.3 2.14 28 #Feb “mo 60O US 35 
4 O Michigan G. & E. ........ 38 135h 66h 3.13 4 Dec 12.1 43 31 
144 S Middle South Util. ....... 33 150 45 2.16 Feb 15:3... 69> 35 
24 S Minnesota P.& L......... 24 120 . 50 1.72 D113 Feb. 14.0 70 35 
2 °OBiiss, Valley PS. oo. 27 140g 5.2 2.44 12 Mar. 11.1 oF! ae 
AY A soo PS. ook ccc celen 15 60 4.0 .90 14 ~—s Dee. 1Gidc: 67 5 28 
5 Oweeseeet OU assess ccdess 26 124 48 1.98 21 Dec 13.1 63 35 
31 S Montana Power .......... 36 1.60 44 2.58 D3 Feb. 14.0 62 36 
122 S New England Elec. ....... 18 90 865.0 124 — Dec. M5 23.. 
38 O New England G.& E..... 18 1,00)... 56 1.34** D3 Feb. 5 ay 37 
43 O New Orleans P.S......... 45 225 5.0 2.65 2 Feb. 17.0 85 39 
2 O Newport Electric ......... as... 200. 52 2.50 D15 Feb, 152 80 34 
73 S N.Y. State Elec. & Gas... 41 2.00 4.9 2.59 D2 ~~=sC*Feb 15.8 the x2 
210 S Niagara Mohawk Pwr..... 34 L6O. 42 2.11 4 Dec 16.1 76 86634 
68 O Northern Ind. P. S. ...... 34 160 47 2.53 14 + Feb 1365 -.68,:\2 SA 
118 S Northern States Pr. ...... 17 80 47 1.07 7 Dec F585 75-329 
9 O Northwestern P.S........ 17 90 865.3 1.25 D1 Dec. 126 72 1 -OF 
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Divi- 
1954 4/21/55 Cur- Share Earnings Price- dend Common 
Rev. i Price Div. rent Cur. % In- 12 Mos. Earns. Pay- Stock 
(Mill.) (Continued) About Rate Yield Period crease Ended Ratio out Equity 
HO) S Olio Bedison oiscccc cc cess 48 220 46 2.10 7 Feb. 15.5 71 41 
40 S OklahomaG. & E......... 35 160 4.6 2.28 23 Feb. 15.4 70 30 
14 © Otter Tail Power ........ 31 1.60 Sie 1.93 D5 Feb. 16.1 83 pS 
BBO > pracenc Ga, HE. bis ssccscs 48 220 . 46 2.88 2 Dec. 16.7 76 39 
BAD > es ©. Oe Be oc scaceuens 26 1.30 5.0 1.54 D7 Dec. 16.9 84 28 
109 S Penn Power & Lt. ........ 47 2.40 5.1 2.89 12 Feb. 16.3 83 29 
10 A Penn. Water & Pw. ...... 48 2.00 4.2 2.73 28 Dec. 17.6 73 29 
196 S Philadelphia Elec. ........ 39 180 4.6 25 3 Dec. 17.3 80 636 
29 O Portland Gen. Elec. ....... 23 100 43 1.48 16 Jan. 15.5 68 42 
52 S Potomac Elec. Pwr. ...... 21 1.00 48 1.17 2 Feb. 17.9 85 36 
63 S Pub. Serv. of Colo. ....... 41 1.60 3.9 2.31 D1 Dec. prs 69 34 
250 S_ Pub. Serv. El. & Gas ..... 31 1.60 5.2 2.00* — Dec. 15.5 80 31 
62 S_ Public Serv. of Ind. ...... 41 200 4.9 2.42 3 Feb. 16.9 83 34 
23 © Public Serv. of N..H..... 18 .90 5.0 1.37 57 Mar. io 66 28 
10 O Public Serv. of N. M...... 16 68 4.3 .96 43 Dec. 16.7 71 31 
21 S PosetSomd PG. ...... 38 172 45 2.07 10 = Jan. 18.4 83 58 
49 S Rochester G. & E. ........ 48 2.24 4.7 3.20 D3 Dec. 15.0 70 34 
14 O Rockland L. & P. ........ 18 .60 3.3 83 36 Dec. 21.7 72 29 
, 8S Bt joe Le P. ........ 25 1.32 533 1.76 1 Dec. 14.2 75 43 
So S pan fee Ge & .6 soe 18 .80 4.4 1.06 10 Feb. 17.0 75 44 
8 O Sierra Pacific Pr. ........ 38 ~=—-. 2.00 5.3 2.56 13 Feb. 14.8 78 28 
154 S So. Calif. Edison ......... 50 240 48 3.05 31 Dec. 16.4 79 37 
34 S So. Carolina E.&G....... 19 90 84.7 1.58** 14 Feb. 13.8 65 28 
6 O Southern Colo. Pr. ....... 16 70 44 1.21 D1 Feb. 13.2 58 41 
194 S Southern Company ....... 21 .90 43 1.29 3 Feb. 16.3 70 29 
14S So. Indiana G. & E. ...... 32 1.50 4.7 2.34 18 Feb. 13.7 64 34 
4 O So. Nevada Power ........ 18 80 4.4 1.48 45 Dec. 12.2 64 
1 © Sonthéra Utah Pr......... 14 1.00 7.1 68 D113 Feb. 15.9 114 39 
3 O Southwestern E. S........ 21 1.00 48 1.61 6 Feb 13.0 62 31 
33 S Southwestern P. S........ 28 1.32 4.7 1.56 11 Feb. 17.9 85 30 
Gee SS: ee 28 100 3.6 1.43 11 Feb. 19.6 70 | 
117 S Texas Utilities ........... 71 2.32 3.3 3.90 20 Feb. 18.2 59 37 
35 > POIEGS HGISON 6 on does cscee 15 70 4.7 1.02 10 Dec 14.7 69 29 
nt 0 TaamnG EL. SP. ..... 26 104 40 1.64 17 Dec 15.9 63 40 
114 S Union Elec. of Mo. ....... 31 140 45 1.65 21 Dec. 18.8 85 36 
28 O United Illuminating ...... 52. 2st. 48 3.13 8 Dec. 16.6 80 51 
4 O Upper Peninsula Pr. ...... 27 1.40 bz 2.38 60 Dec. 11.3 59. 
a2 S Wish Power @ (t.......... 46 2.00 4.3 2.97 25 Feb. 155 67 41 
» S Viewm ESP. ......... 37 1.40 3.8 2.24 37 Jan. 16.5 63 32 
23 S Washington Water Pr..... 38 1.70 4.5 1.93 7 Feb. 19.7 88 33 
116 S West Penn Elec. ......... 25 120 48 1.90 9 Feb 13.2 63 27 
64 O West Penn Power ........ 48 2.40 5.0 2.97 15 Dec 16.2 81 33 
10 O Western Lt. & Tel. ...... 29 1.60 5.5 2.42 D6 Dec 12.0 66 27 
22 O Western Mass. Cos. ...... 43 2.20 $1 2.96 12 Feb 14.5 74 51 
88 S Wisconsin Elec. Pr. ...... 34 1.50 44 2.09 16 Dec 16.3 72 40 
35 © Wiasconsm P.& L. ........ 26 1.28 49 1.68 D3 Dec 15.5 76 34 
31 S Wisconsin Pub. Ser. ...... 23 1.10 48 1.52 11 Dec. 15.1 72 34 
ae 4.7% 15.8 72% 
Foreign Companies 
$219 S American & Foreign Pr... 154 $ .75(e) 4.8% $2.40 2% Sept. 6.5 31% 50% 
116 A Brazilian Trac. L.& P.... 9 1.00(£)11.1 140 D53 Dec.’53 6.4 71 67 
56 A British Columbia Pr. ..... 28 ; 3.4 1.62 16 Dec. 17.3 62 28 
16 A Gatineau Power .......... 32 1.20 3.8 1.99 12 Dec. 16.1 60 30 
10 A Quebec Power ............ 29 120 4.1 1.56 20 Dec. 18.6 77 = «44 
45 A Shawinigan Wtr.& Pr..... 56 145 2.6 2.84 25 Dec. 7°51 35 





B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. D—Decrease. *If additional common shares have been recently offered, earn- 
ings are adjusted to give effect to the offering. Percentage change is in the net income available for com- 
mon stock. **Based on average number of shares. h—Also regular annual 3 per cent stock dividend, which 
is included in the yield. b—Also 5 per cent stock dividend. c—Also 3/10 share of Northern Illinois Gas for 
each share of Commonwealth Edison. #—Also occasional stock dividends. +—Estimated. a—Also 8 per 
cent stock dividend. e—Includes 15 cents extra. f—Approximate equivalent in cash and stock. g—Also 10 
per cent stock dividend. 
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What Others Think 





Electric Labor Looks at Corporate Management 


' i ‘HE story goes that when you give a 
Scotsman a dollar, that’s capital. But 


when you try to get a dollar from a Scots- 
man, that’s labor. As one of those in charge 
of union pension fund money, J. Scott 
Milne, international president of the Inter- 
national Brotherhood of Electrical Work- 
ers (AFL), might be that Scotsman with 
the capital. At least that was his own view 
of himself, expressed before the Chicago 
group of the American Society of Corpo- 
rate Secretaries, as he spoke on labor’s ef- 
forts at management, and the topic “Why 
Don’t Labor Unions Use Stock Ownership 
as a Means to Participate in Corporate 
Management?” He said: 


... I believe that by telling you briefly 
why we were founded and what we have 
attempted through the years and are 
still attempting today to do for our mem- 
bership, will explain pretty adequately 
our position with regard to corporate 
management. 

Our brotherhood was founded... for 
the same reason that other unions were 
founded, to obtain decent wages and 
hours and some measure of safety for 
our people. ... There have always been 
decent employers in every day and age 
who have played fair and square with 
the men and women they employed. But 
there were others who would not, and 
by ruthless, unscrupulous methods, they 


not only reduced the situation of their 
workers to a pitiable state, they often 
ran their fair competitors out of busi- 
ness. 

In the electrical industry in 1891, 
young men had their lives snuffed out 
on the high lines day after day, because 
there were no safety standards. And 
they worked long hours on those high 
lines, in all kinds of weather, for as low 
as 10 cents an hour. .. . Before the turn 
of the century, safety conditions for 
electrical workers were so bad, that one 
out of every two was killed every year, 
and no insurance company in the coun- 
try would insure them—at any pre- 
mium! It was because of conditions like 
that that labor unions were born, and I 
know that there is no man, knowing all 
the facts, who would not say that they 
were necessary. 


os brought Mr. Milne to his main 
topic. The labor union, he said, set up 
certain objects and standards to better the 
conditions of electrical workers; and in 
order to give the workers more security, 
it set up a death benefit and later a pension 
fund for them. The money the union is 
investing today in stocks is that from the 
pension fund, and where these investments 
are concerned, labor union officers are no 
longer labor leaders, but trustees with a 
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management function. Like other organ- 

izations such as the Carnegie Fund, and 

the Rockefeller Foundation, the union has 

found it highly desirable to make invest- 

ments in certain high-grade common stock. 
In this respect, he said: 


... We make our purchases of common 
stock for the primary purpose of re- 
ceiving a reasonable return on our 
funds, realizing that there will be mar- 
ket fluctuations in the months and years 
to come. To say it another way, we are 
concerned about the stability of the in- 
come, more than we are concerned about 
changes in market prices. Our experi- 
ence, like that of the trustees of your 
own pension funds, has been that a sub- 
stantial higher return can be obtained 
from the investment in high-grade com- 
mon stocks. Such purchases of equity 
securities will make it possible for our 
funds to participate in the future growth 
of the earnings of your companies. 
Which in our opinion makes this type 
of investment not only fully justified, 
but necessary, in any properly managed 
pension or trust fund. 

We, of course, endeavor to “dollar 
average” and use other recognized me- 
diums of investment formulas, the same 
as your organizations. 


er labor leader then went on to ex- 
plain the attitude his union takes to- 
ward participation, through stock owner- 
ship, in corporate management. In consid- 
eration of this attitude, Mr. Milne re-em- 
phasized the distinction he had made be- 
tween the function of the labor leader and 
that of the trustee of a pension fund. He 
said: 


... It is our definite policy to continue 
to represent the members of our organ- 
ization to the best of our ability, and to 


protect and increase their funds in order 
to promote their security in their old 
age, and it is not our policy now, nor at 
any time, to endeavor to interfere with 
management. ... We believe in private 
enterprise. We want private utilities to 
survive. We want to work with them 
and bargain with them without govern- 
ment interference. Thus the officers of 
our union, with our members united 
behind us, have in many instances joined 
our employers in fighting government 
encroachment in the utility field. We be- 
lieve in private enterprise and the abil- 
ity of businessmen to manage. With re- 
gard to abuses that is another story of 
course. 

As you well know, various members 
of our organization will obviously en- 
deavor to protect the rights of our mem- 
bers, but it is not our policy to use our 
ownership of any of your stocks to force 
any action along such lines. Any action 
on that front must be fully justified on 
its own merits. 

Also, it is appropriate to say here, 
that if we make an investment in any 
company, which, in our opinion, ceases 
to continue proper and efficient man- 
agement, except for unusual conditions, 
we will withdraw and treat this purely 
on its investment merits, rather than use 
it as a means of forcing an issue. . 
As stockholders, we are only interested 
in getting a fair return on our invest- 
ments in order to build up our pension 
funds and keep faith with our members. 
We have no desire to interfere or par- 
ticipate further in corporation manage- 
ment. 


Mr. Milne concluded his speech with the 
“sincere hope for the future” that labor 
and management would come to better un- 
derstand each other. 
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Expanding Industry Investment Problems 


HE statement of Benjamin F. Fair- 
less, chairman of the board of the 
United States Steel Corporation, before 
the U. S. Senate Committee on Banking 
and Currency, on March 21, 1955, should 
make interesting reading to executives of 
the utility industry. While there are differ- 
ences between steel and the public utility 
industries, there are some close analogies 
which are worthy of serious consideration, 
especially with respect to the heavy invest- 
ments which both industries have to make 
in periods of inflation. 
In stating his company’s position as to 
the competition which it faces, Mr. Fair- 
less said: 


Just as United States Steel must be 
able at all times to bid successfully for 
the consumer’s dollar in the steel mar- 
ket, so it must also be able to bid suc- 
cessfully for the investor’s dollar in the 
securities market. 

In the steel market, its products com- 
pete not only against those of more than 
100 other important steel producers, but 
also against many other metals and ma- 
terial which are currently offered as sub- 
stitutes for steel. And in the financial 
markets, the securities of United States 
Steel must compete against the offerings 
of every other enterprise and agency— 
both governmental and private—which 
is seeking the confidence and favor of 
the American investor. 


The analogy to the utility industry here 
is direct. Not only must the utility industry 
raise its money in the open market and, 
relatively speaking, in much greater quan- 
tities than the steel industry, but it must 
also compete against other fuels and forms 
of energy. There is little, if any, of the 
so-called monopoly in the utility industry. 

The need to serve the public at all times, 
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the same as the utility industry does, was 
stressed by Mr. Fairless when he said: 


Steel, of course, is a basic essential 
not only of our national life but of our 
national defense. It is the obligation of 
the steel industry to meet the steel needs 
of this nation in peace or in war; and to 
anticipate, to the best of its ability, the 
future demands which will be made 
upon it by our growing economy. It has 
successfully met this obligation in the 
past; and it must always do so in the 
future. 


SC ien heavy investment per unit of ca- 
pacity, which is common in the utility 
industry, was pointed out by Mr. Fairless 
when he said that it costs today $300 to 
build a ton of fully integrated steel capac- 
ity. The current cost per kilowatt of sys- 
tem capacity (production, transmission, 
and distribution) is about the same in the 
electric utility industry. 

As to the future rate of growth, Mr. 
Fairless said that the steel industry’s ingot 
capacity would have to be increased from 
126,000,000 tons, to 191,000,000 tons by 
1980, or an increase of 52 per cent in 
twenty-five years. The historical rate of 
growth of the electric utility industry has 
been 100 per cent every ten years. While 
the rate of growth of the steel industry is 
slower, its annual depreciation require- 
ments are heavier, based, as they are, on an 
average life expectancy of twenty-five 
years rather than the forty to forty-five 
years of the electric utilities. 


Discussing the question of depreciation 
further, Mr. Fairless noted: 


In the past nine years, since the end 
of World War II, the steel industry has 
carried out the greatest expansion pro- 
gram in its history. It has enlarged its 
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ingot capacity by 34,000,000 tons; and 
during a part of this period it has been 
permitted to use the so-called “rapid 
amortization” provisions of the tax law 
on some of its facilities. 

Yet in each of these nine years, on 
the average, it has had to spend a third 
of a billion dollars more than it was able 
to obtain through depreciation, deple- 
tion, and amortization. That is the 
amount of additional capital it has had 
to find every year—a third of a billion 
dollars! But at present-day construction 
costs, it will have to find nearly twice 
that much, each year for the next quar- 
ter-century, in order to keep pace with 
the foreseeable demands of this grow- 
ing nation of ours. 


AX to the sources of this additional capi- 
tal which is currently not being recov- 
ered through depreciation, Mr. Fairless 
said: 

There are only three possible sources, 
so far as I can see. It must come from 
a more realistic treatment of deprecia- 
tion under the federal tax laws; or it 
must come from higher prices and larger 
profits to reinvest in the business; or it 
must come from the sale of stocks or 
bonds. Or it may, of course, come from 
a combination of all three. 

Looking back on the past, again, we 
find that the steel industry has consist- 
ently met a good part of its capital needs 
through the reinvestment of earnings; 
and presumably it will continue to do 
so—as it properly should, I believe. But 
we also find that it has not been able 
to rely upon that source alone, by any 
means. 


While the utility industry is less de- 
pendent for its internal sources of cash on 
its depreciation accruals, the longer life of 
its property makes it more vulnerable to 
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inflation and the consequent erosion of 
capital. 


M:* FAIRLESS said that while the steel 
industry has been noted as a “feast 
or famine” enterprise, that statement ap- 
plied only to the operating rate and not as 
far as profit was concerned. He said: 


Financially speaking, we have had our 
famines indeed, but never, in the past 
quarter-century, have we enjoyed a 
single year which remotely approached 
what might be termed a feast. 

For twenty-six years now, the Na- 
tional City Bank of New York has made 
an annual study of more than forty 
leading manufacturing industries, show- 
ing the profits of each as a percentage 
of net worth. And year after year— 
without even one single exception—the 
profits of the steel industry have been 
unfailingly below the average earned by 
all the rest. In five of these years, our 
industry had no profits at all—only 
losses. In half of these years, it never 
rose above sixth place from the bottom 
of the list. Only once did it ever manage 
to climb up into the first division, and 
then—at this pinnacle of its success— 
it stood twenty-first from the top. 

Yet, in many of these years, as you 
know, steel companies were breaking all 
production records in their plants and 
were turning out every pound of steel 
that they could pour, in order to meet 
all the military and civilian demands 
that were being made upon them. 


While the electric utility industry has 
never been called a “feast or famine” op- 
eration, yet its income picture leaves a lot 
to be desired. In the nine years from 1945 
through 1954, while both its kilowatt-hour 
output and its plant investment more than 
doubled, the return declined from 7.25 per 
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cent to 5.5 per cent or an incremental re- 
turn of only 4.2 per cent during a period 


in which the country enjoyed tremendous 
growth and prosperity. 





Managerial Zones of Reasonableness 


HE term “zone of reasonableness” is 

one that is in common use in the field 
of public utility regulation, but until now 
its use has been almost wholly restricted 
to the determination of the allowable rate 
of return; 7.e., on the range of property 
values within which a commission, or 
court, intends to make a finding as to a 
rate base. In a recent paper, reprinted 
from Economics and the Public Interest, 
Laurence S. Knappen suggests that the 
concept of the “zone of reasonableness” 
could now be used as a working range for 
testing utility operations from the stand- 
point of allowable expenses, and a gauge 
of economical or efficient management 
performance. 

“The rate of return is only one factor 
in the determination of a utility’s total 
revenue requirement, and it is not by any 
means the largest factor,” Dr. Knappen 
points out. “The others, as commonly 
listed, are: the rate base, the operating 
expenses, depreciation, and taxes. Any or 
all of these other factors could conceivably 
with good effect be subjected to a zone of 
reasonableness test—or zone of manage- 
rial discretion test—if a different term is 
desired.” 

Knappen recalls a statement of the U. S. 
Supreme Court in the Bluefield Case that 
the return “should be reasonably sufficient 
to assure confidence in the financial sound- 
ness of the utility, and should be adequate, 
under efficient and economical manage- 
ment, to maintain and support its credit 
and enable it to raise the money necessary 
for the proper discharge of its public 
duties.” (Italics supplied by author.) The 
power of management to control these 


various key factors—namely, the level of 
the operating costs, depreciation, taxes, 
and the amount of property devoted to 
the utility service—will vary considerably 
from factor to factor. But Knappen be- 
lieves that those factors within the scope 
of managerial control could well be sub- 
jected to a preliminary test as to whether 
the costs incurred fall within a zone of 
reasonableness that has been marked out 
by the commission having authority over 
the utility. 


¢CT{‘VEN as to those investment or ex- 

pense items which are assumed to 
be beyond the control of company man- 
agement, it should be revealing and useful 
to consider how far they may differ from 
the customary relationship to total invest- 
ment or total expense, as measured by the 
experience of other utilities,’ Knappen 
states. 

“It may well be found that they are 
by no means wholly divorced from man- 
agerial control.” 

Knappen recognizes that this zone of 
managerial discretion cannot properly be 
treated as an inflexible standard. Fre- 
quently there will be extenuating circum- 
stances that will and should - justify 
approval of amounts, percentages, or 
rates, as the case may be, that happen to 
fall outside the tentative zone. Neverthe- 
less, just as has been true in the case of 
the rate of return, Knappen believes the 
adoption of such zones of reasonableness 
for various rate base (property) and ex- 
pense factors should narrow the range 
within which such cost factors would cus- 
tomarily be approved. 
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Bill to Build Dam with Local 
Funds Entered 


U S. REPRESENTATIVE Coon (Republi- 
e can, Oregon) last month intro- 
duced legislation calling for prompt fed- 
eral construction of the John Day dam on 
the Columbia river, but with local utilities 
or public agencies putting up practically 
all the cost. 

Mr. Coon’s bill, if approved, would es- 
tablish a new pattern for paying for fed- 
eral multipurpose dams. In effect, the gov- 
ernment would be collecting in advance for 
the power to be produced there and using 


The March of 
Events 


this money to pay most of the construction 
costs. The companies or public agencies 
putting up the money would be paid back 
later in power. This would differ from the 
present pattern where the federal govern- 
ment constructs a dam with federal funds 
and then gradually year by year collects 
for the power produced there. 

Mr. Coon said his plan was a “simple, 
straightforward, businesslike proposal” 
designed to get the earliest possible con- 
struction of a project that will produce 
badly needed power and yet do it “with- 
out a burdensome outlay of money from 
the federal Treasury.” 


> 
Arkansas 
Gas Rate Hearing Set refunds to customers in the event of an 
: or unfavorable ruling. 
¥ I ‘HE state public service commission Roughly one-fourth of the gas com- 
has set May 23rd to begin hearings pany’s increased rates will be charged to 
on an application for an industrial rate in- Arkansas Power & Light Company, ac- 
crease filed by Arkansas Louisiana Gas cording to information filed with the com- 
Company. The gas company seeks an in- mission. Also, the cost of gas used by the 
crease amounting to about $4,300,000 an- company at its power plants will be in- 
nually for its approximately 60 large in- creased at an average of more than 30 per 
dustrial consumers. cent. Arkansas Power & Light has asked 
Commercial and domestic rates are not the state commission to determine whether 
affected by the application. Arkansas Lousiana’s price increases are 
The company began charging the higher properly applicable, and to make a full 
rates on April 14th under a $1,250,000 study to determine that the gas rates are 
bond posted with the commission to insure reasonable and nondiscriminatory. 
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California 


PG&E Gets Rate Boost 


| guna Gas AND ELEcTRIC COMPANY 

was granted an interim increase in nat- 
ural gas rates recently, effective May 10th 
and amounting to $8,827,000 in gross an- 
nual revenues. 

The increase, allowed by the state public 
utilities commission, was designed to offset 
higher rates effective April 15th on natural 
gas bought by PG&E from El Paso Nat- 
ural Gas Company, and is subject to re- 


fund to customers if the Federal Power 
Commission fails to authorize the El Paso 
rate increase. 

Of the total increase granted, $6,044,- 
600 will be paid by residential, general 
commercial, and small industrial users, 
while the remaining $2,782,400 will be 
paid by large industrial users. 

This was the second large increase 
granted the company within five months. 
On December 1, 1954, the commission au- 
thorized an increase totaling $7,250,000. 


> 
Delaware 
Court Acts in Phone Rate Case than it did originally to “reproduction cost 
HE question of fixing telephone rates depreciated” mvarsiving at ts rates: 
in the state was referred to the state The action marked the fourth round in 
public service commission by the state the rate case, which started in June, 1953, 
supreme court recently. The high state when the utility filed an application with 
tribunal returned the Diamond State Tele- the commission for a rate increase 
phone Company Case to the superior court throughout the state. The commission held 
with instructions that it be sent back to the hearings and granted increases, 34 per cent 
commission for reconsideration in light of of the amount requested by the utility. On 
the supreme court’s opinion. appeal, the superior court decided that a 
Effect of the opinion was to direct the higher schedule of rates should be put into 
commission to give more consideration effect. They are the ones still in effect. 
5 
Georgia 
Natural Gas Rate Increase Southern Natural Gas Company of Bir- 
mingham. 
Ap 4 roved Southern Natural has been granted a 
. | ‘HE Atlanta Gas Light Company and temporary increase by the Federal Power 
the Gas Light Company of Columbus Commission pending outcome of an appli- 
last month received temporary permission cation for a permanent rise in prices. If 
to increase their rates. The chairman of Southern Natural is denied an increase, the 
the state public service commission, which commission chairman said, it will have to 
granted the increase, said it would amount make a refund to distributors and the 
to 15 per cent for Atlanta Gas and 11 per Georgia companies will in turn have to 
cent for the Columbus firm. This was said make refunds to customers. 
to be exactly equal the amount of increase The Atlanta Gas increase would amount 
the companies have to pay their supplier, to about $3,000,000 annually. 
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Kentucky 


Gas Rate Raise Authorized 


HE state public service commission re- 

cently authorized the Bell-Knox Pipe- 
line Company to increase wholesale gas 
rates by about $15,000 a year. The firm 
had asked the commission for raises total- 
ing about $32,000 annually. It supplies the 
Pineville Gas Company and the Middles- 


boro Gas Company. Both had protested the 
proposed increase. 

The commission order stated that 
gauges measuring gas sent to Middlesboro 
and Pineville had been found in error. If 
these were corrected, the order said, the 
wholesaler would realize an additional 
$16,796 in revenue a year from Middles- 
boro and $4,983 from Pineville. 


e 
New York 


Gas Rate Increase Asked 


a Consolidated Edison Company of 
New York recently filed with the state 
public service commission, a petition to 
amend its present gas schedules. The com- 
pany said the proposed changes were de- 
signed to improve the rate structure and 
would not increase its revenue at the pres- 
ent sales volume. The company wants the 
new rates to become effective May 19th. 
They would mean a possible increase of 10 


. 


cents in the minimum monthly rates for 
gas. 

Under the proposed rates, residential 
users of manufactured or mixed gas will 
pay a minimum of $1.10 for the first 500 
cubic feet or less. This is 10 cents higher 
than the present rate. Those who use nat- 
ural gas also face the minimum charge of 
$1.10 for the first 250 cubic feet used. 
This also is a 10-cent increase. Commer- 
cial customers would have to pay the 
new minimum. 


Pennsylvania 


City Loses Gas Rate Plea 


HE state superior court recently re- 

jected the city of Pittsburgh’s attempt 
to wipe out a $1,830,000 rate increase im- 
posed by Equitable Gas Company last 
August. 

In an order written by Presiding Judge 
Chester H. Rhodes, the court dismissed the 
city’s appeal as “premature” and placed 
the costs on the city. The judge pointed out 
that the increase was allowed by the state 
public utility commission on a “tempo- 
rary” basis and was still being considered 
by that body. 

The company had asked for the rate 
hike to meet an increase in price charged 
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by pipeline firms bringing the gas to the 
Pittsburgh district from the Southwest. 
The increase amounts to 3.4 cents per 
thousand cubic feet or an average of 66 
cents more per month for the company’s 
225,000 western Pennsylvania customers. 


Wins Fare Adjustment 


ib ipoven state public utility commission last 
month authorized Philadelphia Trans- 
portation Company to drop its cut-rate 
strip tickets and initiate a penny charge for 
a second transfer, effective immediately. 
The revisions in the transit firm’s fare 
structure will produce an estimated $1,- 
291,000 in additional annual revenue. 











Progress of Regulation 


State May Not Regulate Minimum Natural Gas Wellhead 
Prices Subject to Federal Regulation 


ets may not fix a minimum price to 
be paid for natural gas, after its pro- 
duction and gathering has ended, by a com- 
pany which transports the gas for resale 
in interstate commerce, according to the 
United States Supreme Court. It pointed 
out that in Phillips Petroleum Co. v. Wis- 
consin (1954) 347 US 672, 3 PUR3d 129, 
it had held that “such a sale and transpor- 
tation cannot be regulated by a state but 
are subject to the exclusive regulation of 
the Federal Power Commission.” The 
Phillips Case was held to control the pres- 
ent one. 

Earlier decisions given in Cities Service 


e 


Gas Co. v. Peerless Oil & Gas Co. (1950) 
340 US 179, 87 PUR NS 41, and Phillips 
Petroleum Co. v. Oklahoma (1950) 340 
US 190, 87 PUR NS 48, were held inap- 
plicable because in those cases the court 
was “dealing with constitutional questions 
and not the construction of the Natural 
Gas Act.” Mr. Justice Douglas dissented 
on ground that state regulation of price is 
permissible until the federal price regula- 
tion permitted by Phillips Petroleum Co. v. 
Wisconsin (1954) 347 US 672, 3 PUR3d 
129, is imposed. Natural Gas Pipeline Co. 
of America v. Panoma Corporation, Nos. 
191, 321, April 11, 1955. 


Court’s Temporary Rates Pending Commission 
Consideration of Additional Evidence Upheld 


ee Michigan court entered a de- 
cree authorizing a telephone company 
to collect temporary rates applied for, 
pending commission reconsideration of the 
remanded case. The action was taken when 
the commission refused to consider addi- 
tional evidence which had been transmitted 
by the court. 

The lower court’s decree was not con- 
sidered a usurpation of the commission’s 
legislative function of rate making by the 
supreme court, since both the court and 


the commission had the responsibility of 
seeing that telephone rates were just. 
Noting that, under a previous decision, 
the commission could not establish retro- 
active rates in order to correct injustice 
caused by delay in establishing rates in a 
proceeding, the high court commented that 
the commission should use every reason- 
able effort to eliminate unnecessary delay 
and to pass judgment on facts that would 
not only reflect upon the present but also 
upon a reasonable period in the future. 
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The commission should consider not only 
the cost of doing business, including inter- 
est and dividends, but also those factors 
which will influence yields for reasonable 
times in the future. 

Services and rates of a utility, although 
related, are not wholly dependent upon 
each other in a proceeding. As to rates, the 
question is whether the company is receiv- 
ing a just and reasonable return on the 
value of its existing property. As to ade- 
quate service, the question is whether the 


company is rendering, or is capable of ren- 
dering, reasonable service with its existing 
property, or whether by improvements, 
this can be done. Once having found that 
the telephone rates presently being charged 
were inadequate, the commission could not 
arbitrarily condition an increase in rates 
on an improvement in services and facili- 
ties. To do so, would have the effect of 
confiscating the utility’s property. General 
Teleph. Co. of Michigan v. Michigan Pub. 
Service Commission, 67 NW 2d 882. 


Review of Rate Orders Limited to Points 
Raised before Commission 


HE United States Supreme Court re- 

versed a court of appeals decision on 
the ground that it exceeded its authority 
in reversing a Federal Power Commission 
rate reduction order. [See (1953) 3 PUR 
3d 321, 209 F2d 717.] Judicial review of 
rate orders is limited to points actually 
raised and argued before the commission, 
according to the Supreme Court. The 
lower court had reinstated an expense item 
which the commission had disallowed. 


Case History 


Several years ago the commission insti- 
tuted a rate investigation against the Colo- 
rado Interstate Gas Company. While this 
was pending the Canadian River Gas Com- 
pany filed an application for authority to 
merge with Colorado. At that time it was 
proposed that the commission, in any nat- 
ural gas rate proceeding, exclude losses 
incurred in gasoline operations from the 
company’s cost of service for rate-making 
purposes. This condition was attached to 
the merger authorization. No review was 
sought and the merger was completed in 
1951. The company has enjoyed its bene- 
fits since that time. 

Subsequently the rate investigation was 
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resumed, and the commission eliminated 
the losses from the company’s gasoline op- 
erations as operating charges. As a result 
of the elimination a rate reduction was 
ordered. The company applied for a re- 
hearing but failed to argue that elimina- 
tion of the gasoline losses was improper. 
On appeal, however, the circuit court, on 
its own responsibility, held that, despite 
the action taken in the merger proceeding, 
the loss must be added to the company’s 
cost of service. It, therefore, reversed the 
commission order and remanded the cause 
for further proceedings. 


Scope of Review 


The Supreme Court held that the lower 
court may not invalidate, on its own re- 
sponsibility, an order of the commission 
which prohibits the inclusion of certain op- 
erating expenses of a natural gas company 
in its cost of service, where the order not 
only has been proposed and acquiesced in 
by the company but also has been imposed 
by the commission as a condition of a 
merger under which the company is oper- 
ating. 

The court pointed out that the Natural 
Gas Act prescribes exclusively the proce- 
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dure to be followed by any person seeking 
judicial review of a Federal Power Com- 
mission order. It limits the scope of that 
review to the questions raised below. To 
allow a court of appeals to intervene on its 
own motion would seriously undermine 
the purpose of the explicit requirements of 
the act that objections must first come be- 
fore the commission. Furthermore, the 
Administrative Procedure Act also ad- 
heres to the principle requiring the exhaus- 
tion of administrative remedies before per- 
mitting court review. 

The necessity for prior administrative 
consideration of an issue is apparent, the 
court said, 


. where, as here, its decision calls 
for the application of technical knowl- 
edge and experience not usually pos- 
sessed by judges. The Federal Power 
Commission is a legislative agency the 
decisions of which involve those diffi- 
cult problems of policy, accounting, eco- 
nomics, and special knowledge that go 
into public utility rate making. For re- 
viewing a rate made by the Federal 
Power Commission, the court of appeals 
has no inherent suitability comparable 
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to that which it has for reviewing the 
judicial decisions made by a United 
States district court. 


The company suggested that to limit the 
judicial review of the court to those objec- 
tions which have been urged specifically 
before the commission prevents that court 
from reviewing effectively the “end result” 
of the rate order. The court rejected that 
argument, saying that it would wipe out 
at a single stroke the expressly prescribed 
policy of § 19(b) of the Natural Gas Act. 
Not only would such acceptance be con- 
trary to the terms of the statute, but it 
would fail to recognize the fundamental 
consideration that it is not the function of 
a court itself to engage in rate making. 


Confiscatory Return 


The court also rejected the company’s 
charge that under the commission’s alloca- 
tion of gasoline costs and the condition re- 
quiring the company to absorb them, the 
rate of return was reduced from 5.75 per 
cent to 5.01 per cent and is, therefore, un- 
reasonable and confiscatory. Federal 
Power Commission v. Colorado Interstate 
Gas Co. No. 45, March 28, 1955. 


Electric Rate Contract with Transit Company Fair to 
General Consumers 


RATE contract for electric service to a 

transit company has been upheld by 
the District of Columbia commission as 
being fair not only to the contracting par- 
ties but also to other electric consumers. 
The agreement covered rates to be charged 
in lieu of rates proposed in the electric 
company’s general rate increase applica- 
tion. 

The agreed rates were the result of bona 
fide arm’s-length bargaining to avoid the 
expenses involved in litigating the issues 
as to their fairness. In view of this fact, 
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and the fact that such expenses as would 
have been borne by both utilities would 
have been passed on to the general con- 
suming public, the commission found the 
avoidance of such litigation to be in the ~ 
public interest and the rates to be just and 
reasonable as between the contracting par- 
ties. 


Burden of Loss 


To the extent that it might be assumed 
that the rate fixed by the agreement was 
less than that which would have been ar- 
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rived at in its absence, there would be the 
possibility that the public would be unjust- 
ly burdened if it were compelled to make 
up the difference. The commission held 
that, in entering into and proposing such 
an agreement, the electric company must 
assume this risk rather than impose it upon 
the public. The amount involved would be 
so small in relation to total revenues as not 
to affect the financial position of the elec- 
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tric company or its ability to render serv- 
ice. If the final decision in the general rate 
proceeding would result in such a differ- 
ential, the commission would take appro- 
priate action to insure that such loss would 
be absorbed by the electric company and 
not passed on to other consumers. Re Po- 
tomac Electric Power Co. PUC No. 
3502/13, Formal Case No. 438, Order No. 
4156, January 18, 1955. 


Excess Depreciation Reserve Adjusted and Actual 
Capital Structure Recognized in Rate Case 


HE city of Akron contended, in a rate 

proceeding brought by the Ohio Bell 
Telephone Company, that in computing 
the amount by which the depreciation re- 
serve invested in plant exceeded actual 
existing depreciation, for the purpose of 
deducting such excess from the reproduc- 
tion cost new rate base, the entire reserve 
should be ratioed to a reproduction cost 
new level. 

The company countered that if the re- 
serve was to be factored upward to a re- 
production cost new valuation, then the 
depreciation expense must also be in- 
creased by the same factor because the 
larger reserve could be maintained only by 
the accrual of correspondingly greater an- 
nual depreciation reserve expense. 

The Ohio commission concluded that 
neither party’s claim was entirely valid. 
Noting that the entire depreciation reserve 
had been invested in property, the com- 
mission held that the value of the property 
purchased with such funds, to the extent 
that such value corresponded to the actual 
depreciation, should be included in the rate 
base. 

The company was authorized to earn a 
return on the former, notwithstanding that 
the property had appreciated in value, but 
was not allowed to earn a return on the 
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excess funds invested in property. The ex- 
cess was deducted from the rate base in an 
amount by which such excess invested in 
plant was ratioed to the same appraisal 
level that the reproduction cost new of the 
property bore to the book value. 

Accruals for the depreciation reserve by 
the company’s predecessors were not de- 
ducted from the present reserve for the 
purpose of computing the excess, the com- 
mission stating that such accruals repre- 
sented moneys collected as part of the cost 
of service and were invested in plant and 
property. 

Amounts which the company had been 
previously ordered by the commission to 
post on its books, which represented re- 
serve requirements of plant and property 
acquired from numerous small companies, 
were deducted from the reserve. The com- 
mission felt that such amounts simply rep- 
resented aggregate bookkeeping accruals 
and not depreciation expense collected 
from ratepayers as a part of the cost of 
service. 


Long-term Debt Ratio Not Imputed 


The city contended that the company’s 
income taxes should be adjusted down- 
ward and its income available for fixed 
charges increased by considering a portion 
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of its existing all-equity capital to be long- 
term debt. 

The commission refused to accede, com- 
menting that to consider income which the 
company did not receive by imputing an 
incurrence of indebtedness which it did 
not have, would be denying the company 
needed revenues and sooner or later force 
it to incur the debt. Moreover, to impute 
debt would violate the fundamental prin- 
ciple that in the absence of evidence of bad 
faith or recklessness, the commission 
would not set management decisions aside. 
The commission stated : 


Assumptions contrary to fact should 
not be made except upon a showing that 
they are clearly in the public interest. 
When it is considered that the present 
applicant is admittedly furnishing ex- 
cellent service; that it paid off an in- 
herited long-term debt by funds most of 
which were obtained by selling stock, 
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and has an established policy of remain- 
ing as debt free as possible, this com- 
mission is all the more reluctant to de- 
part from reality for the purpose of im- 
puting to applicant income which it has 
not received. 

A business enterprise which has little 
or no debt is in a much sounder finan- 
cial position than its counterpart which 
for one reason or another may have debt 
included in its financial structure. The 
commission believes that the assurance 
of a healthy financial condition of a pub- 
lic service company over the years is of 
more importance than the immediate in- 
come tax savings, since it is far from 
clear that debt is advantageous in the 
long run. 


The company was authorized to increase 
its rates so as to produce a return of 5.94 
per cent, which the commission considered 
reasonable. Re Ohio Bell Teleph. Co. No. 
24,517, December 30, 1954. 


Rate Advantages Justify Sale of Electric Plant 


HE New York commission authorized 

a small electric company to sell its 
property and franchise in a portion of its 
territory to another electric company for 
the original cost of the plant being trans- 
ferred less accrued depreciation. The area 
affected is surrounded on three sides by 
the purchasing electric company’s service 
area. 


e 


The commission found that the sale 
would result in a reduction of about 15 per 
cent in the total bills paid by the few cus- 
tomers in the area. It would also result in 
several applicants for service being able 
to obtain service at cheaper rates, while 
avoiding the payment of very substantial 
extension costs. Re Adams Electric Light 
Co. Case 17148, February 21, 1955. 


Other Important Rulings 


Increased Gas Cost. The Tennessee 
commission allowed a gas company a rate 
increase of 2.5 per cent to permit recoup- 
ment of the increased cost of purchased 
gas, where the company’s rates were not so 
high as to permit absorption of the increase 
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and where it would permit the company 
to earn a reasonable return on its over-all 
investment. Re Nashville Gas Co. Docket 
No. U-3611, February 23, 1955. 


Review of Tax Computation. The 
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United States district court, in reviewing 
a commission rate order, held that it had 
no authority to overrule the commission’s 
methods for computing a transit com- 
pany’s income tax liability, as an operating 
expense, where such method was not pro- 
hibited by statute and had a rational basis. 
Allied Civic Group, Inc. v. District of Co- 
lumbia Pub. Utilities Commission, 125 F 
Supp 453. 


Financial Resources Not Shown. The 
California commission refused to grant a 
highway common carrier’s request for ad- 
ditional operating authority where the 





carrier had failed to show sufficient finan- 
cial resources. Re Peninsula Motor Ex- 
press, Decision No. 51061, Application 
No. 35367, February 1, 1955. 


Injunction against Rate Contract. The 
supreme court of Kansas upheld a lower 
court’s refusal to enjoin performance of a 
contract for the wholesale sale of electric- 
ity generated outside the state, on the 
theory that the transaction encompassed 
by the contract constituted interstate com- 
merce, and, as such, was exempt from state 
regulation. Smith v. Sekan Electric Co-op. 
Asso., Inc. 279 P2d 309. 
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RE CHEYENNE LIGHT, FUEL AND POWER COMPANY 


WYOMING PUBLIC SERVICE COMMISSION 


Re Cheyenne Light, Fuel and 


Power Company 


Docket No. 9248 Sub 1 
February 23, 1955 


PPLICATION for authority to increase natural gas rates; 
denied in part and granted in part. * 


Valuation, § 250 — Contributions 
1. Nonrefundable contributions by customers in aid of construction should 
be excluded from the rate base, and refundable contributions used to 
construct property included in the rate base should be excluded until the 
utility has paid for such plant by refunding such deposits or otherwise, 
p. 133. 


Expenses, § 72 — Maintenance and repair. 
2. It is unfair for a gas company to require its customers to pay the 
accelerated maintenance and repair expense incurred by the company 
during the current year, even though the same may remain constant 
during the next two or three years in the future, when part of this 
expenditure is actually for work that should have been performed in prior 
years, p. 133. 

Rates, § 146 — Increased cost of supply — Natural gas. 
3. A gas company was found capable of absorbing 23.49 per cent of the 
increased cost of its natural gas supply, when the net earnings of the com- 
pany were related to the net investment rate base, p. 134. 

Return, § 101 — Natural gas. 
4. A natural gas company was allowed a return of 6.44 per cent on its rate 
base, p. 134. 


Reparation, § 17 — Wholesale gas rate reduction — Refund to customers. 
5. A gas company receiving a rate increase to offset in part the increased 
cost of purchased natural gas was ordered to allocate proportionately among 
its customers any refund which it might receive when the wholesalers’ 
rates were finally determined by the Federal Power Commission, p. 134. 


¥ 


APPEARANCES: Wilfrid O’Leary, By the Commission: On January 
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Attorney at Law, Cheyenne; and Lee, 
Bryans, Kelly & Stansfield, Denver, 
Colorado, by Ralph Sargent, Jr., of 
counsel, appearing for petitioner, 
Cheyenne Light, Fuel and Power 
Company. 

[9] 


17, 1955, Cheyenne Light, Fuel and 
Power Company, hereinafter called 
the “company,” filed with the commis- 
sion, pursuant to Rule 11, Part II of 
its Rules, effective July 1, 1949, its 
petition for permission to file and place 
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in effect on one day’s notice to the 
public, after the filing thereof, a rider 
to its tariff, Wyo. P.S.C. No. 2—Gas, 
to be designated and published as 
Original Sheet No. 11A of said tariff, 
increasing (a) all of its rates and 
charges for residential and commercial 
natural gas service in the amount of 
.894 cent per hundred cubic feet used 
per month, and (b) all of its rates for 
interruptible industrial natural gas 
service in the amount of 3.29 cents per 
thousand cubic feet used per month. 
The proposed emergency natural 
gas rate adjustment, if allowed, will 
affect the following designated tariff 
sheets of the company now on file with 
and approved by the commission: 


Residential and Commercial Natural 
Gas Service: 


Wyo. P.S.C. No. 2, Third Revised Sheet No. 4 

Wyo. P.S.C. No. 2, Third Revised Sheet No. 5 

7 ‘ No. 2, Fourth Revised Sheet 
lo. 


Interruptible Industrial Natural 
Gas Service: 


Wyo. P.S.C. No. 2, Original Sheet No. 7 
ba “2 ae No. 2, Second Revised Sheet 
0. 


Pursuant to notice duly given in 
accordance with Rule 10 of the com- 
mission’s rules of practice, said mat- 
ter was heard by the commission, en 
banc, in its hearing room, Supreme 
Court and State Library building, 
Cheyenne, Wyoming, on February 4, 
1955, at 9:30 o’clock a.m.; and the 
same was taken under advisement. 
The appearances entered of record at 
said hearing are set forth above. 

Prior to said hearing date and on 
February 2, 1955, the city of Chey- 
enne, Wyoming, filed with the com- 
mission its Resolution No. 1054, 
adopted January 31, 1955, whereby 
it opposes generally the proposed in- 
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creases in the rates and charges of the 
company for natural gas service fur- 
nished by it to consumers within said 
municipality; however, as shown 
above, said city was not represented at 
said hearing and no evidence was 
offered by it thereat in support of its 
said protest. 

The commission now having duly 
considered said petition, the evidence 
of record, the statements and repre- 
sentations of counsel, and being fully 
advised in the premises, hereby enters 
its opinion, findings, and order here- 
in, as follows: 

Cheyenne Light, Fuel and Power 
Company is an operating “public util- 
ity” as said term is defined by § 64— 
101, Wyoming Compiled Statutes, 
1945; and, as such, it is engaged in 
the business of generating and pur- 
chasing electric energy and the trans- 
mission, distribution, and sale thereof 
to the public within its certificated 
service area which includes the city 
of Cheyenne; the purchase, distribu- 
tion, and sale of natural gas to the 
public within said municipality and the 
fringe area adjacent thereto; and the 
generation, distribution, and sale of 
steam for heating purposes to business 
establishments located in the main 
business area of said city. 

The company is a Wyoming corpo- 
ration; and, except for qualifying 
shares of stock held by the members 
of its board of directors, all of its 
outstanding capital stock is owned and 
held by the Public Service Company 
of Colorado, a public utility operating 
in the city of Denver and elsewhere 
within the state of Colorado. It pur- 
chases its entire supply of natural gas 
for resale, as well as so-called “boiler 
gas,” which it uses as fuel in the 
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operation of its steam electric gener- 
ating plant in Cheyenne, at various 
border stations in, and adjacent to 
said city from Colorado-Wyoming Gas 
Company, Denver, Colorado, an inter- 
state pipeline company which is also 
a wholly owned subsidiary of the 
Public Service Company of Colorado. 
Colorado-Wyoming Gas Company, 
hereinafter called ‘“Colorado-Wyom- 
ing,” purchases substantially all of its 
natural gas requirements from Colo- 
rado Interstate Gas Company which 
is also an interstate pipeline company. 
Public Service Company of Colorado 
also owns approximately 15 per cent 
of the common stock of said latter 
pipeline company. Both of said pipe- 
line companies are engaged in the 
transmission and sale of natural gas 
for resale in interstate commerce and, 
by reason thereof, they are subject to 
the jurisdiction of the Federal Power 
Commission. 

The filing of the petition herein was 
precipitated by an interlocutory order 
issued by the Federal Power Com- 
mission in its Docket No. G-2720 on 
January 27, 1955, authorizing Colo- 
rado-Wyoming to place in effect, 
subject to refund, on February 1, 1955, 
increased rates and charges for nat- 
ural gas furnished by it to its resale 
customers. This order authorized 
Colorado-Wyoming to place in effect 
on said date a revised tariff sheet 
increasing its demand charge from 
$1.53 per month per Mcf of billing 
demand to $2.38; and to increase its 
commodity charge from 174 cents per 
Mcf of natural gas delivered to 214 
cents. The background of said FPC 
rate order is fully expanded in the 
petition of the company and the record 
in this proceeding and no useful pur- 


pose will be served by reiterating its 
history herein; however, it should be 
mentioned here that the increased 
rates which the Federal Power Com- 
mission thereby authorized Colorado- 
Wyoming to place in effect on the 
aforesaid date were predicated upon 
increased rates and charges which 
said regulatory body authorized Colo- 
rado Interstate Gas Company, its prin- 
cipal supplier, to place in effect on said 
date, by its intermediate order issued 
January 27, 1955, in its Docket No. 
G-2576, pending final determination 
of the rate proceedings initiated by 
said pipeline company therein. Said 
order provides that Colorado-Wyom- 
ing shall refund to those entitled 
thereto (petitioner) the portion of the 
increased rates and charges, thereby 
made effective on February 1, 1955, 
which the Federal Power Commis- 
sion shall find not justified upon final 
determination of the rate proceeding 
in said docket (G—2720), with interest 
from the date of payment to Colorado- 
Wyoming; that it shall bear all costs 
of any such refunding; and that it 
shall execute and file with said com- 
mission an undertaking conditioned 
accordingly. We are bound by this 
order of the Federal Power Commis- 
sion in determining the issues in- 
volved in this proceeding as said 
commission has exclusive jurisdiction 
over the rates and charges of Colorado- 
Wyoming for natural gas furnished by 
it to its retail customers, including 
petitioner herein. 

The company requests that its pro- 
posed rate adjustment be made effec- 
tive until such a time as the Federal 
Power Commission enters a final order 
in its Docket No. G—-2720 with respect 
to the rate structure of its said sup- 
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plier, Colorado-Wyoming. It repre- 
sents unto the commission that, at 
that time, it will review said proposed 
rate adjustment, file new rate sched- 
ules, and that it will pass on to its 
customers any refund received by it 
from Colorado-Wyoming in a manner 
to be approved by the commission. 

The company alleges that, based 
upon the amount of natural gas pur- 
chased by it from Colorado-Wyoming 
during the calendar year 1954, the 
impact on it, resulting from the 
approved increased rates of the latter, 
effective February 1, 1955, will be 
that it will be required to expend 
$214,289 more annually for its supply 
of natural gas, i.e., the annual operat- 
ing expense of its gas department will 
be increased by said amount. It con- 
tends that it can absorb only $726 or 
less than one per cent of said amount; 
and it has designed its proposed emer- 
gency rate adjustment so as to pass 
on the balance thereof ($213,563) 
or 99.66 per cent to its natural gas 
customers, i.e., same will increase the 
annual operating revenues of its gas 
department by said amount. The 
company points out that this pro- 
ceeding is not a formal rate case; 
that the aforementioned rider is not 
designed to improve its net earnings 
or its financial position; and that all 
it is seeking by its petition herein is 
to increase its rates by an amount 
which will produce additional rev- 
enues sufficient to offset the major 
portion of the increased cost of its 
gas supply. 

To substantiate its contention that 
it cannot absorb the entire amount of 
the increased cost of its gas supply 
and continue to earn a reasonable rate 
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of return, the company offered three 
exhibits at said hearing; namely, bal- 
ance sheet at December 31, 1954, and 
earnings statement for the calendar 
year 1954, and Exhibits Nos. 8 and 
9 showing the actual operating results 
of the company as a whole for said 
year and what its operating results 
and those of its gas department would 
have been if its supplier’s increased 
rates, its proposed rate adjustment, 
and other pro forma adjustments 
(wage increases effective July 1, 
1954, and increased power cost during 
the year 1955) had been in effect dur- 
ing said period. Witness O. P. Reed, 
superintendent of the company, tes- 
tified that the figures contained in 
Exhibit No. 7 and those in Exhibits 
Nos. 8 and 9 showing actual opera- 
tions of the company and its gas de- 
partment were taken from its books 
which were kept in accordance with 
accounting rules approved by the 
National Association of Railroad and 
Utilities Commissioners. These ex- 
hibits show that for the year 1954, 
the company as a whole earned a 
rate of return of 6.26 per cent on a 
net investment rate base and a rate of 
return of 4.30 per cent upon the opera- 
tions of its gas department. They 
also show that if the company’s pro- 
posed rate adjustment, its supplier’s 
increased rates, and other necessary 
pro forma adjustments above referred 
to had been in effect throughout said 
year, the company would have earned 
a rate of return of 4.47 per cent on the 
operations of its gas department and 
a return of 5.93 per cent on its over-all 
operations. The actual operating re- 
sults of the company as a whole and 
as proformed by it to reflect its pro- 
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posed rate adjustment, the increased 
cost of its gas supply and increases 


Gross Operating Revenues ................. 
Operating Revenue Deductions: 
Operatic: Expenses: ........ cscs ens s. ones 
Maintenance and Repairs ................. 
Depreciation and Amortization .......... 
Taxes—Other Than Income Taxes ........ 
Pedefal: Income Taxes ... 2.665.650 se ces ek 


LL SRS Cra Pen ee ee ee er 


Net Operating Revenues 
Interest During Construction ................ 


Net Operating: Parhings ..........5..66.66..066+ 


Property, Plant, and Equipment ............. 
VOR CADNANY ooo sc creole tee dae wees 
Materiais and Supplies... ...... 6.060 one. 


Repro IE IB os diac vie eye oa as 
Net Property, Plant, and Equipment ........ 
WY OME CADUAUS 5 oe occ ccd si ecsea seats 
RMateriats and SUDPHES: .....66.66.-0:60:05.0-0.0 ; 


Mt ICE cd 53 ales s digs aed oe 


Rate of Return 
Rare EIARE oon ok pcs Soba ar A sae 
ET IMURUOMUSASE 655 coca sin «a sierra nel eases 





in other items of operating expense 
above mentioned follow: 














Pro Forma 

Actual Adjustments Pro Forma 
$2,876,542.45 $226,604.60 $3,103,147.05 
$1,895,555.43 $258,212.08 $2,153,767.51 
TOZRSGSO: ae 192,835.56 
CU >: 149,827.82 
ii) | 85,861.44 
240,000.00 (16,435.88) 223,564.12 
$2,564,080.25 $241,776.20 $2,805,856.45 
$312,462.20 $(15,171.60) $297,290.60 
7 7) 2,919.21 
$315,381.41 $(15,171.60) $300,209.81 
$6,182,123.81 > ee $6,182,123.81 
174,032.59 21,517.67 195,550.26 
T6S'O36.16 00 ks cc 163,036.16 
$6,519,192.56 $21,517.67 $6,540,710.23 
$4,704,515.68 na A $4,704,515.68 
174,032.59 21,517.67 195,550.26 
T6FO06G16. isn 3 163,036.16 
$5,041,584.43 $21,517.67 $5,063,102.10 

Wet sek 4.59% 

Gear eee 5.93% 


* 1/12 Operating Expenses, exclusive of Taxes and Depreciation. 


Witness Reed testified that if the 
company had been required to absorb 
the entire amount of the increased 
cost of its gas supply during the year 
1954, its gas department would have 
sustained a loss of $16,982; and that 
its over-all rate of return would have 
been 4.13 per cent. Considering this 
testimony and the operating results of 
the company as shown by Exhibit No. 
8, as proformed, it appears that it has 
made a prima facie showing that 
neither the company as a whole nor its 
gas department as a separate unit can 
safely absorb the total amount of the 
increased cost of its gas supply and 
continue to earn a reasonable rate 
of return on a net investment rate 
base. 

[1, 2] We shall now consider what 


portion of the increased cost of the 
company’s natural gas supply ($214,- 
289) can be safely absorbed by it and 
the amount thereof which, in our 
opinion, it should be authorized to pass 
on to its consumers. According to the 
evidence, the company has included in 
its rate base the sum of $307,017.78 
representing nonrefundable contribu- 
tions in aid of construction. In Re 
Cokeville Radio & Electric Co. (1954) 
Docket No. 9267, 6 PUR3d 129, we 
held that a utility is not entitled to 
earn an income return on plant con- 
tributed by its customers and that the 
cost of such plant should be excluded 
from its rate base. Exhibit No. 7 
shows that the company has collected 
from its customers line extension de- 
posits in the amount of $87,393.94. 
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These funds are refundable. They 
have been used by the company to 
construct outside plant which is in- 
cluded in its rate base, i.e., plant in 
which it has no investment. In our 
opinion, it should not be entitled to 
earn an income return thereon until 
it has paid for such plant by refund- 
ing such deposits or otherwise. Fol- 
lowing our ruling in Re Cokeville 
Radio & Electric Co., supra, we find 
that both of said items should be ex- 
cluded from the company’s rate base. 

The company spent $192,835.56 for 
maintenance and repairs during the 
year ended 1954. The evidence shows 
that this figure exceeds a similar ex- 
penditure during the year 1953 by 
$81,700. Witness Reed testified that 
for the past few years, the maintenance 
program of the company “had been 
suffering” due to difficulties encoun- 
tered by it in hiring trained personnel 
to perform this type of work. Accord- 
ing to its annual reports, the company 
expended the following amounts for 
maintenance and repairs during the 
years 1950 through 1953: 


Calendar 
Year Amount 
1950 $94,646.81 
1951 75,221.46 
1952 93,529.21 
1953 111,101.44 
Total $374,498.92 


In determining what part of the 
increased cost of the company’s gas 
supply should be passed on to its cus- 
tomers, it appears to us that it is unfair 
to require them to pay accelerated 
maintenance and repair expense in- 
curred by the company during the 
year 1954, even though the same may 
remain constant during the next two 
or three years, when a portion of 
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such expenditure was for work that 
should have been performed by it 
during prior years. In our opinion, 
it would be more equitable to adjust 
the 1954 expenditure for such work 
to a figure equal to one-half of the 
sum of the 1954 expenditure and a 
figure representing the average of such 
expenditures for the past four years, 
for the purpose of testing the reason- 
ableness of the company’s proposed 
rate adjustment. The average amount 
which the company spent for mainte- 
nance and repairs during the past four 
years is the sum of $93,624.75. Add- 
ing this figure to the amount expended 
by it during 1954 ($192,835.56) and 
dividing the result by two, we find 
that said 1954 expenditure should be 
adjusted and reduced to the sum of 
$143,230.15. We further find that 
the amount of this adjustment ($49,- 
605.41) should be deducted from the 
company’s proposed pass-on ($213,- 
563), i.e., the same should be reduced 
by said amount. The commission’s 
pro forma of the actual operating re- 
sults of the company reflecting the 
above-mentioned adjustments follows: 
[See next page. ] 

[3-5] Relating the net earnings 
of the company as shown by the com- 
mission’s pro forma above set forth 
to the net investment rate base shown 
therein, we find that the company can 
safely absorb $50,331.41 or 23.49 per 
cent of the increased cost of its natural 
gas supply and still earn a rate of 
return, company-wise, of 6.44 per cent 
on such a rate base. We believe this 
determination is fair to all concerned 
and that the same lies within the realm 
of reasonableness. We accordingly 
find that the company’s proposed rate 
adjustment should be denied ; and that 
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Commission’s 
Pro Forma Commission’s 
Actual Adjustments Pro Forma 
Gross Operating Revenues .................. $2,876,542.45 $176,999.19 $3,053,541.64 
Operating Revenue Deductions: 
Cperating EXQGHGS ....... secs een eecss $1,895,555.43 $258,212.08 $2,153,767.51 
Maintenance and Repairs ................. 192,835.56 (49,605.41) 143,230.15 
Depreciation and Amortization . .......... Pe Ml 149,827.82 
Taxes—Other than Income Taxes ......... SSSOLAS lk cole 85,861.44 
$2,324,080.25 $208,606.67 $2,532,686.92 
Income before Federal Income Tax ...... . $552,462.20 $(31,607.48) $520,854.72 
Deaeral TCOMe Tae o.oo cos ccc stecin cece 240,000.00 (16,449.03) 223,550.97 
Net Operating Revenues ................... $312,462.20 $(15,158.45) $297,303.75 
Interest During Construction .......... .... fi.) rs 2,919.21 
Net Operating Earnings .....2........0.5. $315,381.41 $15,158.45) $300,222.96 
Net Property, Plant, and Equipment ........ $4,704,515.68 $(394,411.72) $4,310,103.96 
bg ae | arene 174,032.59 17,383.88 191,416.47 
Materials and Supplies ................... 16305616 = 88 sveees 163,036.16 
Ea PS CRORE Or $5,041,584.43 $(377,027.84) $4,664,556.59 
Hae TN ooo Ss Sis cies eu -hd care em ae 2) ae 6.44% 
it should be permitted to file with the ORDER 


commission for its approval a rider 
to its tariff, Wyo. P.S.C. No. 2—Gas, 
to be designated and published as 
Original Sheet No. 11A of said tariff, 
to become effective on one day’s no- 
tice after the approval thereof, increas- 
ing its filed rates for natural gas fur- 
nished to all consumers by amounts 
which will produce additional operat- 
ing revenues in the amount of $163,- 
957.59 or 76.51 per cent of its pro- 
posed rate adjustment. As indicated 
above, the company assures us that it 
will pass on to its customers any 
refund received from its supplier, re- 
sulting from the final determination 
of the latter’s rate structure by the 
Federal Power Commission. In 
order that there will be no misunder- 
standing, our order herein will direct 
the company to allocate any such re- 
fund proportionately among its cus- 
tomers ; and we will retain jurisdiction 
herein for the purpose of entering such 
further orders in this proceeding with 
respect thereto, as we shall deem nec- 
essary and proper. 


It is therefore ordered: 

1. That said petition of the com- 
pany be and the same is hereby denied, 
in part; 

2. That the company be and it here- 
by is authorized to file with the com- 
mission for its approval, in accord- 
ance with its rules, a rider to its 
tariff, Wyo. P.S.C. No. 2—Gas, to 
be designated and published as Orig- 
inal Sheet No. 11A thereof, to be- 
come effective on one day’s notice 
to the public after the approval there- 
of, increasing its filed rates for nat- 
ural gas furnished to all consumers by 
amounts which will produce additional 
operating revenues in the amount of 
$163,957.59 ; 

3. That the company be and it 
hereby is ordered and directed to pass 
on proportionately to its customers any 
refund received by it from its supplier, 
Colorado-Wyoming Gas Company, 
after the latter’s rates have been 
finally fixed and determined by the 
Federal Power Commission, in a man- 
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ner to be approved by the commis- 
sion; 

4. That jurisdiction of this pro- 
ceeding be and the same is hereby 


hereby left open for the purpose of 
entering such further orders herein as 
may be deemed just, necessary, or 
proper in the premsies; and 


5. That this order shall become 


retained by the commission and the 
effective as of the date hereof. 


within docket be and the same is 





CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re Lucerne Water Company 


Decision No. 51019, Application No. 35743 
January 25, 1955 


ST by water company for authority to increase 
y rates; increase authorized. 


Service, § 117 — Public utility — Duty to serve. 
1. A company which has been granted the privilege of operating as a 
public utility has the fundamental duty of furnishing reasonable and 
adequate service to the public at reasonable rates without discrimination, 
p. 139. 

Rates, § 130 — Service defect as a factor — Water company. 
2. A small water company should be authorized to increase rates, notwith- 
standing serious service deficiencies, where the present return is very 
low and increased operating expenses will reduce it even further, p. 139. 


Return, § 115 — Water company. 
3. A return of 6.6 per cent was considered reasonable for a small water 
company, p. 139. 


Security issues, § 58 — Financing improvements. 
4. Authority to issue a note secured by a deed of trust should be granted 
to a small water company where the money, property, or labor to be 
procured or paid for through the issuance of such note is reasonably 
required by the company for the purpose of improving its system, p. 140. 


¥ 


APPEARANCES: Paul B. Strong, By the Commission: By the above- 





for applicants; Kermit W. Lucas, for 
Lucerne Recreation District, protes- 
tant; Frank E. Johnston, for Lucerne 
Hotel, interested party; John Dono- 
van and E. Ronald Foster, for the 
commission staff. 
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entitled application, filed August 27, 
1954, Paul B. Strong and Sarah R. 
Strong (Lucerne Water Company) 
seek an order of this commission au- 
thorizing increased water rates for 
service rendered in the community of 
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Lucerne, Lake county, and authority 
to issue a note secured by a deed of 
trust. 

A public hearing in the matter was 
held before examiner F. Everett Emer- 
son on December 3, 1954, at Lucerne. 
Approximately seventy of applicants’ 
customers were in attendance. 


Position and Request of Applicants 

Applicants aver that due to the ill 
health of Mr. Strong and the resulting 
inability to reside in Lucerne and care 
for the needs of the water system, they 
have for the past three years placed the 
water operation in the charge of a local 
manager. In August, 1954, the local 
manager served notice upon applicants 
that he would resign unless his salary 
were increased from $150 per month 
to $350 per month. Applicants have 
not been able to obtain other respon- 
sible managerial help and _ finally 
reached an agreement whereby the 
present manager would continue op- 
erating the system at a salary of $300 
per month. Because of such situation 
and because of other increased costs 
of operation applicants seek authority 
to increase water rates. 

The system serves approximately 
225 customers and applicants’ rate 
proposal is to obtain an additional $1 
per month from each of them. 

Applicants have financed their pur- 
chase of the system and certain major 
plant additions by means of three long- 
term notes. Two of the notes were 
issued without the authority of this 
commission and are therefore void. 
Nevertheless, applicants have a debt 
for which payment has been demanded 
by the holder of the notes. Applicants, 
after negotiations with the holder of 
the notes, seek to combine the indebt- 


edness into one new note for $11,- 
878.50 at 6 per cent interest. 


Applicants’ System 

The source of water for this system 
is Clear Lake, from which water is 
drawn, by means of a centrifugal lift 
pump, through an 8-inch suction line 
extending about 500 feet into the lake. 
The water is then treated, chlorinated, 
passed through rapid sand filters, and 
boosted by large pumps into two reser- 
voirs. The system contains about 
40,000 feet of mains, varying in size 
from 14 inches to 6 inches in nominal 
diameter, and serves approximately 56 
flat-rate customers and 165 meter-rate 
customers. 


Position of Protestant 

The Lucerne Recreation District, 
on behalf of water users, opposes any 
increase in rates on the following 
grounds: 

1. The new rates proposed would 
be unreasonably higher than the rates 
charged in neighboring communities 
by other water suppliers. 

2. The proposed increase would 
further penalize present consumers for 
poor management of the system. 

3. The quality of water is so poor 
that business establishments suffer loss 
of patronage and residential customers 
are at times unable to use the water. 
The value of the service does not jus- 
tify increased rates. 

4. The proposed increase is be- 
lieved to have been sought only as 
retaliation for failure of the users to 
“buy out” the Strongs’ system, since 
growth in number of consumers 
served should have offset any in- 
creases in expenses. 

This same protestant had previously 
sought relief from service deficiencies 
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by means of this commission’s “in- 
formal complaint” procedure and the 
entire file on such subject (File No. 
I.C. 67514) is a part of this record 
by reference. 


Evidence Respecting Service 

The evidence indicates that the sys- 
tem is suffering from neglect by the 
owners and from lack of local atten- 
tion to the physical plant. Instances 
of low pressure, insufficient water, 
dirty water, and wasting of water due 
to leaky mains are numerous. One 
reservoir cannot be used, on order of 
the health department, until its roof 
is replaced. Both reservoirs have leaks 
or leaking valves, waste water, and 
provide, in their present condition, less 
than adequate storage. Such condi- 
tions were unknown to Mr. Strong, 
according to his testimony, because he 
had not been on the properties for 
several years and had no personal 
knowledge of the defects. The com- 
mission staff investigation disclosed 
the same and additional deficiencies 
and an excessive electric power bill 
resulting from the pumping of water 
to be wasted. 

The record is clear that these 
deficiencies have existed over a period 
of years. Applicants’ local manager 
attributes the lack of attention to the 
needs of the system to lack of funds 
with which to correct the defects 
He reported in September, 1953, how- 
ever, that repairs to both reservoirs 
were then being undertaken at a 
cost of about $1,000. The evidence 
shows that no such work has been 
done. 

No testimony respecting service de- 
ficiencies was controverted by appli- 
cants. 
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Results of Operations 

Certain limited evidence respecting 
the results of operations was pre- 
sented by applicants. Mr. Strong tes- 
tified, however, that he is not familiar 
with the expenditures, never sees the 
system’s bills, is unaware of such pur- 
chases as meters and pipe, and has no 
detailed familiarity with the books and 
accounts. He claims to be operating 
at a loss. 

The commission staff, as is usual 
in these matters, undertook a complete 
investigation of applicants’ operations. 
The financial results of operations, as 
determined during the course of the 
investigation, are summarized as fol- 
lows: 


Results of Operations 





Year 

1953 Year 1954 
Pres- Pres- Pro- 
ent ent posed 
Item Rates Rates Rates 

Operating Revenues 

Fiat Rates ........ $ 1,720 $ 1,662 $ 2,249 
Meter Rates ...... 6,222 6,462 8,292 
Hydrants .......... 150 150 150 
Total Revenues . 8,092 8,274 10,691 


Operating Expenses 
Before Taxes and 





UT re 5,852 6,027 6,027 
|” oe eee ee 533 533 917 
Depreciation ...... L221 1245. i245 

Total Op. Exps.. 7,606 7,805 8,189 
Net Revenue ........ 486 469 2,502 
Rate Base (Depre- 

Giated)! c.5565 26,307 25,722 25,722 

Rate of Return ...... 18% 18% 9.7% 
Such results of operations were 


determined prior to the setting of the 
manager’s new salary. Giving full- 
year effect to such salary would in- 
crease the tabulated expenses by about 
$425 and would thereby indicate that 
the rate of return in 1954 under exist- 
ing rates would approximate 0.5 per 
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cent and under applicant’s proposed 
increased rates would approximate 84 
per cent. 

It is apparent that applicants are 
earning little or no return under exist- 
ing rates and present methods of op- 
eration. However, all operating ex- 
penses are being met and applicants 
have available about $1,300 per year, 
in the form of depreciation charges, 
for reinvestment in plant facilities. 
Such sum, if properly applied, should 
assist in alleviating the many service 
deficiencies by providing a constant 
source of funds for replacement of 
worn-out facilities. 


Conclusions 

[1] Applicants in seeking and 
being granted the privilege of operat- 
ing as a public utility thereby cove- 
nanted with the state that they would 
perform their duties as a utility. One 
of these duties, a most fundamental 
one, is the furnishing of reasonable and 
adequate service to the public at rea- 
sonable rates without discrimination. 
As just compensation for the perform- 
ance of such duty, the utility is entitled 
to an opportunity to earn a reasonable 
return upon the property lawfully 
devoted to the public in the furnish- 
ing of such service. 

[2] Applicants are in need of and 
will be accorded rate relief. However, 
applicants will be required to correct 
the existing system deficiencies and to 
render that reasonable and adequate 
service which is the public’s due. 

[3] The rates to be authorized 
herein are predicated upon the faith- 
ful performance of the ordered im- 
provements and the rendition of rea- 
sonable and adequate utility service. 
Such rates should produce gross 


annual revenues of approximately 
$10,380, an increase of about $2,100 
or 25 per cent over revenues presently 
obtainable. Applicants are placed 
upon notice, however, that less than 
satisfactory performance may bring 
about a reopening of this proceeding 
with a view toward rescinding a part 
or all of the increases granted. On 
the evidence in this proceeding we find 
the following to be a reasonable esti- 
mate of the results of operations of 
this system, under the authorized 
rates and with the ordered improve- 
ments completed, for the normal year 


1955: 


Results of Operations, 1955, at Authorized 
Water Rates 


Item 
Operating Revenues ............ $10,380 
Operating Expenses 
Betore Taxes and Depreciation .. 6,350 
di ee ge tee eee 850 
PFRTRIEOI on: 6.5.5 5-010 orai0.a siscnreace 1320 
Total Operating Expenses .. 8,525 
INGO Wee eh cc oe iisiaia ss 1,855 
Rate Base (depreciated) .......... 28,000 
RRAGETOR IRCEUEE o-oo cain io sie sieves’ 6.6% 


We find the above-indicated rate 
of return and rate base to be reason- 
able for purposes of this proceeding. 

Applicants’ system contains many 
“dead ends,” yet has no provisions for 
flushing of the mains. Many of the 
instances of periods of muddy or dirty 
water may be attributed to such situa- 
tion. Applicants will be required to 
institute a regular flushing program 
for the alleviation of these conditions 
and, further, to investigate and report 
upon the efficacy of its existing filter 
plant. 

We find the present fire hydrant 
charge of 40 cents per hydrant per 
month to be unduly low. Such charge 
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will be increased. However, the new 
rate will be made effective July 1, 
1955, the date by which adequate 
reservoir capacity may be assured. 
Applicants supply a standby reserve 
of water storage for the sole use of 
a fire sprinkler system of a large hotel 
and for such special service have billed 
the hotel the sum of $25 per month 
over a period of years. Such charge is 
not now included in applicants’ tariffs. 
Neither applicants nor the hotel man- 
agement seem certain as to ownership 
of the facilities nor as to what, if any, 
contractual relationships exist. Such 
details seem to have been obscured or 
lost in the passage of time. However, 
the parties should reduce their present 
understanding to writing and, after 
completing negotiations relative there- 
to, applicants should seek the approval 
of this commission of the terms and 


conditions of the resulting contract. 

[4] We find that applicants’ re- 
quest to consolidate their indebtedness 
into one note in the sum of $11,878.50 
secured by a deed of trust should be 
granted and that the money, property, 
or labor to be procured or paid for 
through the issue of such note is 
reasonably required by applicants for 
the purposes specified herein and that 
such purposes are not, in whole or 
in part, chargeable to operating ex- 
penses or to income. 

With respect to depreciation expense 
charges, applicants should use the 
methods of depreciation accrual and 
the composite rate shown in Table 7-A 
of Exhibit No. 4 [omitted herein] in 
this proceeding until such time as ma- 
jor changes in plant composition occur 
or a future review indicates that such 
accrual rate is inappropriate. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Long Island Lighting Company 


Case 13236 
January 31, 1955 


EVIEW by commission of electric company’s rates and charges; 
R company ordered to prepare new tariff schedules. 


Expenses, § 32 — Storm damage — Reserve to cover. 


1. An electric company should be allowed to charge to operating expenses 
each year amounts which will create a reserve to take care of possible future 


storm damages, p. 141. 


Rates, § 538 — Telephone — Tariff schedules — Uniformity of structure. 
2. An electric company should file one tariff schedule for its entire terri- 
tory for each of the major categories of service, where the past need for 
different rate zones and differentials for service to the same consumer groups 
have disappeared with the growth in the territory and the change in 


operating conditions, p. 142. 
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By the Commission: The report 
of the examiner in this proceeding 
summarizes the evidence of record. 
There is contained therein a review of 
the rather protracted nature of this 
proceeding which was instituted by 
the commission in 1947 and which re- 
sulted in electric rate reductions in 
1948, 1949, and 1951, followed by a 
partial restoration in 1953 of a por- 
tion of such reductions. The report 
also sets forth in detail financial state- 
ments for the period since 1950 and 
derives the indicated return from 
electric operations on the basis of 
actual results to 1953 and estimates 
for 1954. On the basis of such esti- 
mates it was anticipated that the rate 
of return would be slightly under 6 
per cent. 

Two matters of some importance to 
the fixing of proper rates are not re- 
flected in the report because they oc- 
curred after the formal hearings in the 
proceeding were closed. One was a 
new depreciation study reported upon 
by the commission staff, and concur- 
rently approved, which will have the 
effect of increasing somewhat the an- 
nual accruals that must be made to 
reflect the depreciation accruing each 
year in the property utilized to pro- 
vide electric service. The events 
which had the most decided effect 
upon electric operations were the 
three disastrous hurricanes that oc- 
curred last year after the close of the 
formal record in this case. Actual 
results for 1954 indicate a return 
from electric operations of slightly 
more than 54 per cent, the decline be- 
ing caused primarily and almost en- 
tirely by the heavy hurricane costs 
which amounted to about one and 
one-half million dollars. 


[1] The company has been given 
permission to charge to operating ex- 
penses each year amounts which will 
create a reserve to take care of pos- 
sible future storm damages. Whether 
recent experience can be taken as a 
proper indication of greater frequency 
of storms or extent of storm damage 
will only be demonstrated by the fu- 
ture. It seems desirable, however, 
and to the interest of both consumers 
and company to average out such 
costs over a period of years in pro- 
viding a reserve so that the yearly 
figures will not be distorted by as 
large an amount as appears in the 
1954 operating expenses. If there 
have been changes in general weather 
conditions as have been suggested by 
some authorities, this will provide a 
means of meeting such changed condi- 
tions rather than to attempt to absorb 
in a single period of one calendar 
year the full impact of damage that 
can be caused by one disastrous 
storm. The reserve will have an 
upper limit, and the program will be 
altered to conform to actual future ex- 
perience, so that in no event will there 
be any possibility of burdening the 
consumers with amounts in excess of 
those necessary to meet proper operat- 
ing costs. One alternative would be 
the placing of all company electric 
transmission and distribution facili- 
ties underground. This, of course, 
would greatly minimize any wind 
damage but even underground facili- 
ties would be susceptible to other ele- 
ments of storm damage such as light- 
ning and flooding. There are certain 
areas where density of use justify and 
require the construction of under- 
ground facilities but to place all of 
the company’s facilities underground 
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at current prices would inevitably lead 
to higher rates than those presently 
existing. 

The developments which have oc- 
curred since the hearings in this pro- 
ceeding, and by far the most impor- 
tant of these was the advent of the 
three hurricanes and the resultant 
aftermath, will necessitate some revi- 
sions of revenue levels. The general 
change in the total revenue level will 
not be of any great moment, and will 
be in the range of one to 2 per cent of 
the total annual revenues, so that the 
electric rate level for the entire com- 
pany will still be below the level of 
1947 when this proceeding began. 

[2] There are, however, other 
changes that must be made in the 
tariff structure that will bring about 
increases for some consumers and de- 
creases for others. This proceeding 
was broadened by the commission to 
study the possibilities of rate simplifi- 
cation. The present tariff structure 
with twenty service classifications, in- 
cluding six service classifications and 
seven zones for residential usage, is 
a relic of the past when more than one 
company was providing electric serv- 
ice in rather dissimilar territories. 
The need for different zones and dif- 
ferentials in rates for service to the 
same consumer groups has disap- 
peared with the growth in the terri- 
tory and the change in operating con- 
ditions. After thorough consideration 
of the various methods of bringing 
about the desired rate uniformity and 
tariff simplification, it is the judgment 
of the commission that, with the two 
exceptions of service from  under- 
ground lines and seasonal service, 


there should be one tariff schedule for 
the entire territory for each of the 
major categories of service, residen- 
tial, general or commercial, and in- 
dustrial. 

Under present rate schedules, 
there have been rate differentials be- 
tween contiguous tariff zones, result- 
ing in numerous instances where cus- 
tomers living on opposite sides of the 
street are paying different rates. A 
uniform rate will end this inequity, 
and as a result some customers will 
obtain reductions while neighbors 
will receive corresponding increases. 
This is necessarily true where the 
rates in each of the zones are changed 
to one uniform territory-wide rate. 
Customers now paying rates which 
approximate the average for the vari- 
ous tariff zones will be little affected, 
while those who have been paying 
more than the average will receive 
decreases and customers who for 
many years have been paying less 
than the average will receive increas- 
es. 

The tariff schedules now under sus- 
pension were not devised to provide 
for territory-wide rates, and therefore 
cancellation of such tariff schedules 
will be directed. New tariff schedules 
to accomplish the objectives set forth 
herein will require rather detailed and 
highly technical studies which should 
be undertaken immediately by the 
staff of the company and checked by 
the commission staff so that such new 
tariff schedules to bring rate uniform- 
ity throughout the territory of the 
company can be filed in the near fu- 
ture for consideration by the commis- 
sion. 
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APPALACHIAN ELECTRIC POWER CO. v. F. P. C. 


UNITED STATES COURT OF APPEALS, FOURTH CIRCUIT 


Appalachian Electric Power Company 


v. 
Federal Power Commission 


No. 6835 
218 F2d 773 
January 5, 1955 


PPEAL from Federal Power Commission order excluding 
A litigation expenses from actual legitimate original cost of 
power project; reversed. For commission decision, see (1954) 
3 PUR3d 116; for commission decision on rehearing, see 

(1954) 3 PUR3d 121. 


Valuation, § 142 — Litigation expense — Avoidance of license requirements. 
Costs incurred by a power company in unsuccessful litigation to resist 
and avoid compliance with license requirements of the Federal Power 
Act should be considered as part of the original cost of a power project. 





Water, §18 — Power project license — History of litigation. 
Discussion of history of litigation over power company’s need for license 
for hydroelectric power project on New river, p. 145. 

Valuation, § 67 — Original cost — Items included. 
Discussion of items which are properly included in the actual legitimate 
original cost of a power project, p. 148. 

Valuation, § 142 — Litigation expense — Avoidance of license requirements. 


Statement that costs incurred by a power company in unsuccessful litigation 
to resist and avoid compliance with the license requirements of the Federal 
Power Act should not be allowed as part of the original cost of the 
project if such expenses were imprudently made or made in bad faith, 


or were excessive, p. 151. 
* 


APPEARANCES: Raymond T. Jack- Federal Power Commission, on 
son, Cleveland, Ohio (Alexander H. brief), for respondent. 
Hadden and Herbert B. Cohn, Cleve- Before Parker, CJ., Dobie, CJ., and 
land, Ohio, on brief), for petitioner; Thomsen, DJ. 
Howard E. Wahrenbrock, Assistant Panxer, CJ.: This is a petition 
General Counsel, Federal Power : . 
Cominion, Wiles, DB C to review and set aside an order of 
‘ 4 : the Federal Power Commission [3 
(Willard W. Gatchell, General Coun- . : 
: PUR3d 116] which directed the Ap- 
sel, Theodore French, Washington, tachian Electiic P C 
D. C., and Mary E. Burke, Attorneys, ne eee 
eliminate items aggregating $524,- 
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002.47, representing litigation ex- 
pense, from a statement of legitimate 
original cost, filed under § 4(b) of the 
Federal Power Act, 16 USCA § 797 
(b). The statement, which contained 
items aggregating $10,229,708.74, 
represented expenditures made in con- 
nection with the creation of a power 
project in the New river near Rad- 
ford, Virginia. No other items in the 
statement were contested. The con- 
tested items represented expenses in- 
curred in litigation which involved 
the necessity of obtaining a license 
under the Federal Power Act, 16 
USCA § 791a et seq. That litigation 
was before the Federal Power Com- 
mission, the United States district 
court for the western district of Vir- 
ginia, this court and the Supreme 
Court of the United States. See Ap- 
palachian Electric Power Co. v. 
Smith (DC Va) PUR1933C 433, 4 
F Supp 6, Id. (CCA4th 1933) 67 
F2d 451, certiorari denied (1934) 
291 US 674, 78 L ed 1063, 54 S Ct 
458, and United States v. Appalachi- 
an Electric Power Co. (DC Va 1938) 
23 F Supp 83, Id. (CCA4th 1939) 
107 F2d 769, Id. (1940) 311 US 
377, 36 PUR NS 129, 85 L ed 243, 
61 S Ct 291. 

There is no dispute as to the facts, 
as to the company’s good faith in re- 
sorting to the litigation or as to the 
reasonableness of the legal expenses 
incurred. The litigation expenses 
were ordered stricken by the com- 
mission from the statement of legiti- 
mate cost on the ground that the liti- 
gation contributed nothing to the 
project but was an attempt, which 
failed, to avoid the necessity of taking 
a federal license. The commission 
recognized that the expenditures were 


7 PUR 3d 


properly made by the company in 
connection with the physical project 
which it was engaged in building, 
but refused to allow them to be incor- 
porated along with the other costs of 
that project on the theory that the 
physical project was to be distin- 
guished in some way from the project 
as licensed. The rationale of the com- 
mission’s decision is contained in the 
following paragraph of its report [3 
PUR3d 116, 117]: 

“Such costs were costs of attempt- 
ing to achieve an objective which 
was never realized. That objective 
was to bring into being and operate 
the physical project which was actu- 
ally constructed, but to do so without 
its being subject to a standard license, 
so it could be operated free from the 
restrictions of the rate and recapture 
provisions, based on actual legitimate 
original cost, which the act makes 
mandatory for standard licenses. We 
assume that that objective, if realized, 
would have produced benefits to the 
company and its investors not pro- 
duced by the licensed project. Those 
benefits were the object for which the 
company carried on the litigation, 
made these expenditures. But even 
if we assume, arguendo (and we do 
not pass on this question), that if the 
litigation had succeeded and as a re- 
sult the objective had been realized, 
and that these costs might for some 
purposes be deemed to be properly 
capitalizable as costs of accomplish- 
ing that objective, it does not follow 
that the expenditures are capitalizable 
as cost of the licensed project we have 
to consider. The licensed project pre- 
sumably cannot produce the benefits 
to the company and its investors for 
which the expenditures were made 
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The expenditures contributed nothing 
to the licensed project, to its capability, 
its productivity, or its profitableness.” 

That this was the sole basis of the 
decision is emphasized in the order 
denying the petition for rehearing, 
wherein the commission said [3 PUR 
3d 121, 122]: 

“As we sought to make clear in our 
order issued February 11, 1954, the 
expenditures for the New river litiga- 
tion were incurred in an effort to 
benefit the ownership of the project 
by enabling it to construct, maintain, 
and operate the project without a li- 
cense; they did not benefit, contribute 
anything to, or in any way enter into, 
the construction, operation, or main- 
tenance of the licensed project, which 
was in fact brought into existence. 
Where that is true they cannot be 
capitalized as cost of that project.” 


The question thus presented is a 
pure question of law, i. e., whether, 
under the statute and the uncontro- 
verted facts, the commission was jus- 
tified in excluding litigation expense 
reasonably incurred by the owners in 
securing a determination of the ques- 
tion as to whether a federal license 
was required for the project. In 
other words, was the company en- 
titled to treat litigation expense in- 
curred in defending its right to develop 
its property in accordance with its 
own ideas, and against an asserted 
servitude, as a part of the cost of the 
property and hence a part of legiti- 
mate cost of the project, or must such 
expense be treated as a loss and as 
such charged against the earned sur- 
plus of the company? We think that 
the company was clearly entitled to 
treat it as a part of legitimate cost. 
Not only was it an expenditure to pro- 
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tect the property against a servitude 
being asserted against it, which was 
of doubtful validity, but it was an ex- 
penditure for litigation which was 
necessary to determine the status of 
the property with respect to conflicting 
rights of regulation by the state and 
federal governments. This becomes 
abundantly clear when consideration 
is given to the facts with respect to the 
acquisition of the property, the dis- 
pute as to the navigability of New riv- 
er, and the history of the litigation in 
which the expenditures were made. 
The property on which the dam 
was built was acquired for the devel- 
opment of water power by the New 
River Development Company, a cor- 
porate predecessor of the Appalachian 
Electric Power Co., long prior to the 
passage of the Federal Water Power 
Act of 1920. The development of the 
project began about the year 1908, 
when the New River Development 
Company began the purchase of land 
for water-power purposes, and by 
1925 a considerable amount, estimat- 
ed at between half and three quarters 
of a million dollars, had been invested 
in the property. The Federal Water 
Power Act of 1920 provided for the 
licensing by the commission of water- 
power projects in navigable streams 
or where the operation of such proj- 
ects would affect the navigable capac- 
ity of any navigable waters of the 
United States. 16 USCA §797(e). 
Although the New River Develop- 
ment Company denied that New river 
was a navigable stream or that the 
Radford project would affect the 
navigable capacity of any stream that 
was navigable, it filed with the com- 
mission on June 25, 1925, a declara- 
tion of intention to construct the 
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project, as allowed by § 23(b) of the 
act, 16 USCA § 817, in the hope that 
the commission would disclaim any 
jurisdiction in the premises and that 
this would aid in the financing of 
the project. Shortly thereafter, the 
Appalachian Electric Power Compa- 
ny, the petitioner here, acquired the 
investment that had been made in the 
project as the result of a corporate 
consolidation together with all rights 
under the declaration of intention 
filed on June 25th. The commission 
requested a report of the Chief of 
Army Engineers, who first reported 
that the New river was navigable but 
later filed a report finding that in its 
present condition it was not navigable 
and that navigation on the Kanawha, 
the only navigable stream which it 
was thought might be affected by the 
project, would not be affected by it. 

The commission held a hearing on 
the matter on March 2, 1926, at 
which the only evidence offered was 
the report of the Chief of Engineers. 
Some time later, the company filed an 
application for a license on the com- 
mission’s suggestion that this would 
expedite matters and could be with- 
drawn if it later developed that no li- 
cense was required. In October of 
1926 the District Engineer of the War 
Department held a hearing with re- 
spect to the matter. On June 1, 1927, 
the commission made a finding that 
the New river was not “navigable 
waters” within the definition of § 3 
of the Federal Power Act of 1920, 16 
USCA § 796, but that the project 
would affect the interests of interstate 
and foreign commerce within the 
meaning of § 23 of the act. On July 
1, 1927, the commission tendered a 
standard form license, which the com- 


pany refused, in April, 1928, prin- 
cipally on the ground that the condi- 
tions—especially those concerning 
rates, accounts, and eventual acquisi- 
tion—were unrelated to navigation. 

The action of the company in re- 
fusing a standard form license in 1928 
was taken after it had sought and 
obtained the advice of Hon. Charles 
E. Hughes, who at that time was en- 
gaged in the practice of law, to the 
effect that the commission was with- 
out power to require of the company 
a standard form license and that the 
most that could be required of it was 
a minor part license under § 10(i) of 
the act, 16 USCA § 803(i), condi- 
tioned upon the operation of the 
project in such way as not to inter- 
fere with the navigability of the Kana- 
wha. By this time, officers of the state 
of Virginia were manifesting an inter- 
est in the matter and were asserting 
that, as the New river was not navi- 
gable, the right of regulation was in 
the state of Virginia, and not in the 
federal government, and that the re- 
quirement of a license of the company 
imposing any condition other than not 
to interfere with navigation by the 
operation of the project would consti- 
tute an infringement upon the sov- 
ereignty of the state. The questions 
thus raised as to jurisdiction, coupled 
with doubts as to the economic feasi- 
bility of the project if a license should 
be required, caused the company to 
refrain from going forward with con- 
struction at that time. 

In February, 1930, respondent re- 
iterated that its project was not with- 
in the commission’s jurisdiction, but 
nevertheless offered to accept a “mi- 
nor-part” license containing only such 
conditions as would protect the in- 
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terest of the United States in naviga- 
tion. In September, 1930, on a ques- 
tion submitted by the commission 
stating that the New river was neither 
navigated nor navigable in fact, At- 
torney General Mitchell advised the 
commission that it could properly is- 
sue such a minor-part license. On 
November 25th, the commission “de- 
clined to take action on the applica- 
tion favorable or adverse,” on the 
ground that a court adjudication 
was desirable. After the establish- 
ment of the commission as an inde- 
pendent agency, it held another hear- 
ing in February, 1931, and in April 
denied the application for a minor- 
part license, directed that the respond- 
ent be tendered a standard form li- 
cense under the act, and ordered it 
not to proceed without such a license. 
A minority of the commission then 
favored a finding that the New river 
was navigable; the majority, how- 
ever, thought that that question was 
for the courts and that the commis- 
sion’s jurisdiction was properly based, 
under § 23 of the act, on the effect 
that the project would have on com- 
merce. 

At the time of entering the order 
of April, 1931, members of the com- 
mission had indicated to officials of 
the company that it was desirable that 
the questions which had been raised 
as to the power of the commission to 
require the license be settled by court 
decision; and the company according- 
ly instituted the first of the suits above 
mentioned against the members of the 
commission which was ordered dis- 
missed by this court for lack of juris- 
diction (CCA4th 1933) 67 F2d 451, 
and the Supreme Court denied certi- 
orari on February 19, 1934. 291 US 


674, 78 L ed 1063, 54 S Ct 458. In 
order to obtain a judicial decision on 
the questions involved, the company, 
thereupon, notified the commission 
that it would proceed with the project 
without obtaining a license and began 
token construction as the basis for a 
suit by the government, which was 
commenced shortly thereafter and is 
the second suit referred to above. 
This suit was decided against the con- 
tentions of the government in the dis- 
trict court and by a majority of this 
court, over the dissent of the writer 
of this opinion; but the position of the 
government was sustained in the Su- 
preme Court, with Chief Justice 
Hughes abstaining and two of the 
justices dissenting, on the ground 
that New river was navigable and 
that a standard license could be re- 
quired as a condition of the construc- 
tion of the project. That decision was 
rendered in 1940. In the meantime 
the company, as a result of changed 
economic conditions, had gone forward 
with the project and it has put in com- 
mercial operation a short time before 
the litigation was ended. 

Under the circumstances, which we 
have thus narrated at some length, 
we think there can be no question but 
that the proper expenses of the litiga- 
tion should be treated, not as a general 
loss chargeable against earned sur- 
plus, but as an expense incurred in 
defending and perfecting the title to 
property necessary to the development 
of the project. The fact that the liti- 
gation was not successful is no reason 
for not capitalizing its necessary cost 
as a part of the cost to the company 
of the property involved. The gov- 
ernment was asserting rights with re- 
spect to the property which, if sus- 
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tained, would greatly impair its value. 
The company had the best of reasons 
for thinking that these rights were 
not well founded. In addition to the 
report of the Chief of Engineers that 
New river was not navigable, it had 
the opinion of one of the greatest 
lawyers of the coustry that the com- 
pany could not be required to take the 
standard form license to which it was 
objecting and knew that the Attorney 
General of the United States had giv- 
en an opinion that, upon the facts 
stated by the commission, the United 
States had no power to prevent the 
construction of the proposed project 
unless its operation would tend to im- 
pair the navigability of the Kanawha 
and for that reason had recommended 
the issuance of a minor part license. 
In addition to this, the state of Vir- 
ginia was asserting conflicting rights. 
In this posture of affairs it was not 
only wise but necessary that a court 
decision be obtained to set these ques- 
tions at rest; and there is no reason 
why the cost of such proceedings 
should not be treated as a part of the 
cost of the property to which they re- 
lated. It is no answer to say, as does 
the commission, that the litigation 
was for the purpose of avoiding a li- 
cense and that the only cost allowed 
by the statute is the cost of a licensed 
project. The litigation was unques- 
tionably undertaken for the benefit of 
the project which was ultimately li- 
censed, and the costs of that litigation 
were a part of the legitimate costs of 
bringing that project into being. Any 
businessman would so regard them, 
any purchaser of the project would so 
regard them, and there is nothing in 
the statute which requires that they 
be treated in any other manner. In 
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the applicable section of the act, 4(b), 
16 USCA §797(b), the commission 
is authorized and empowered : 

“(b) To determine the actual legit- 
imate original cost of and the net in- 
vestment in a licensed project, and to 
aid the commission in such determi- 
nations, each licensee shall, upon oath, 
within a reasonable period of time to 
be fixed by the commission, after the 
construction of the original project 
or any addition thereto or betterment 
thereof, file with the commission in 
such detail as the commission may re- 
quire, a statement in duplicate show- 
ing the actual legitimate original cost 
of construction of such project, addi- 
tion, or betterment, and of the price 
paid for water rights, rights of way, 
lands, or interest in lands.” 

“Net investment” as used in the 
foregoing section is defined in § 3(13) 
of the act, 16 USCA § 796(13), by 
reference to classification under the 
Interstate Commerce Act, as follows: 

“(13) ‘net investment’ in a proj- 
ect means the actual legitimate origi- 
nal cost thereof as defined and inter- 
preted in the ‘classification of invest- 
ment in road and equipment of steam 
roads, issue of 1914, Interstate Com- 
merce Commission,’ The 
term ‘cost’ shall include, in so far as 
applicable, the elements thereof pre- 
scribed in said classification, but shall 
not include expenditures from funds 
obtained through donations by states, 
municipalities, individuals, or others, 
and said classification of investment 
of the Interstate Commerce Commis- 
sion shall in so far as applicable be 
published and promulgated as a part 
of the rules and regulations of the 
commission.” 


Pursuant to the statutory duty im- 
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posed upon it by the foregoing section, 
the commission promulgated the 
I.C.C. classification as Appendix II 
to its official publication entitled “Uni- 
form System of Accounts Prescribed 
for Public Utilities and Licensees” 
and under the heading “Applicability 
of System of Accounts,” stated: “In 
accordance with the requirements of 
§ 3 of the act, the ‘classification of in- 
vestment in road and equipment of 
steam roads, issue of 1914, Interstate 
Commerce Commission,’ is published 
and promulgated as a part of the ac- 
counting rules and regulations of the 
commission, and a copy thereof is 
appended hereto as Appendix II. Ir- 
respective of any rules and regula- 
tions contained in this system of ac- 
counts, the cost of original projects 
licensed under the act, . . . shall 
be determined under the rules and 
principles as defined and interpreted 
in said classification of the Interstate 
Commerce Commission so far as 
applicable.” 


In the general instructions at the 
beginning of the I.C.C. classification 
under the heading “Items to be 
Charged” it is stated ‘Construction 
includes all processes connected with 
the acquisition and construction of 
original road and equipment, road 
extensions, additions, and _better- 
ments.” (Italics supplied.)  Ele- 
ments of cost prescribed in relevant 
accounts of the I.C.C. classification 
include under the heading “General 
Expenditures” an item as follows: 
“73. Law. This account shall in- 
clude specific and distinct expendi- 
tures not provided for elsewhere, for 
law service im connection with the ac- 
quisition of new road, road exten- 
sions, additions, and _betterments, 


such as pay and expenses of counsel, 
solicitors, and attorneys, their clerks 
and attendants, and expenses of their 
offices.” (Italics supplied.) Item 77 
is as follows: “77. Other Expendi- 
tures—General. This account shall 
include all expenditures of a special 
and incidental nature in connection 
with the acquisition and construction 
of original road which can 
not properly be included in any other 
account in this classification.” 

The expenditures here in question 
were unquestionably made in connec- 
tion with the construction of the Rad- 
ford dam and fall within the letter as 
well as the spirit of these regulations. 
They were made, not with respect to 
any other property or project, but 
with respect to this property alone; 
and they were made not only in an 
attempt to free the property from a 
servitude asserted by officers of the 
government which would greatly de- 
crease its value as a water-power proj- 
ect, but also for the purpose of settling 
a controversy which had arisen as to 
conflicting rights of the state and fed- 
eral governments to control and regu- 
late the project being constructed. 
This seems so clear that we think that 
nothing would be gained by an analy- 
sis of decisions made by the commis- 
sion in somewhat analogous cases. It 
might be noted, however, that, in Re 
Lexington Water Power Company 
(1937) 1 FPC 430, 454, 477, cost of 
unexercised options and of a legal 
opinion as to the applicability of the 
Federal Water Power Act were held 
to be proper elements of costs. In Re 
Safe Harbor Water Power Corp. 
(1937) 1 FPC 367, 369, 370, loss on 
sale of lands purchased for quarrying 
operations but not used on the proj- 
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ect were held proper. In Re Southern 
Industries & Utilities (1935) 1 FPC 
219, 226, legal fees to protect the com- 
pany’s rights before Congress, the 
War Department, the T.V.A., the 
commission and the courts were held 
proper. In Re Susquehanna Power 
Co. (1944) 4 FPC 74, 113, 125, 54 
PUR NS 418, $170,000 for legal serv- 
ices in presenting a proposed corpo- 
rate structure to state commissions 
was sustained, as was the cost of an 
experimental and abandoned com- 
munications system. In Re Puget 
Sound Power & Light Co. (1942) 3 
FPC 231, 242, 45 PUR NS 237, loss 
sustained as a result of a bank failure 
was held proper. In Re Minnesota 
Power & Light Co. (1948) 7 FPC 
98, 77 PUR NS 253, (1950) 9 FPC 
472, expenditures, including legal 
fees, in connection with reinforcing 
railroad bridge piers, for which it later 
turned out the licensee was not liable, 
were held proper. If the legal serv- 
ices here had been rendered in un- 
successful litigation with an upstream 
power plant with respect to the height 
of the company’s dam, no one would 
contend, we think, that the expense 
would not be chargeable against the 
project as a capital expenditure, even 
though it resulted in no contribution 
to construction, operation, or mainte- 
nance. It can make no difference that 
the unsuccessful services were ren- 
dered in a contest with the govern- 
ment rather than with a private indi- 
vidual. 

The commission stresses the case 
of Re Pennsylvania Power & Light 
Co. (1942) 3 FPC 89, 116, 117, af- 
firmed sub nom. Pennsylvania Power 
& Light Co. v. Federal Power Com- 
mission (CCA3d 1943) 52 PUR NS 
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275, 139 F2d 445, certiorari denied 
(1944) 321 US 798, 88 L ed 1086, 
64 S Ct 938, in which one of the items 
disallowed was loss arising from the 
sale of surplus flow line bands and 
shoes bought for the project but not 
used as result of mistake in construc- 
tion. Without passing upon the ques- 
tion there involved, we think it is per- 
fectly clear that the decision there 
throws little light on the question 
here, where we are dealing with legal 
services which related to the project 
as constructed and which were neces- 
sary to a defense of the property 
against an asserted servitude reason- 
ably thought not to be justified and 
necessary also to secure judicial de- 
termination of questions, vital to the 
construction of the project, as to con- 
flicting rights of control as between 
the state and federal governments. 
The commission relies also upon 
the case of Pennsylvania Water & 
Power Co. (1949) 8 FPC 1, 53, 54, 
affirmed sub nom. Pennsylvania Wa- 
ter & Power Co. v. Federal Power 
Commission (1951) 89 US App DC 
235, 94 PUR NS 175, 193 F2d 230, 
243, Id. (1952) 343 US 414, 94 PUR 
NS 1, 96 L ed 1042, 72 S Ct 843, 
in which certain legal expenses were 
excluded in determining the rate base 
for rate-making purposes. As said 
by the court of appeals, however, these 
were properly excluded from the rate 
base because they had already been 
recovered by investors in the form of 
operating expenses and depreciation 
reserve. Here, the expenditures had 
not been recovered as operating ex- 
penses or otherwise. They were made 
during the process of construction 
and are properly considered as capital 
expenditures and not as cost of opera- 
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tion. A similar question arises with 
respect to the treatment of legal ex- 
penses in tax cases, where the rule is 
that if such expenses are incurred in 
developing or improving property, 
they constitute a part of the cost of 
the property and are not deductible as 
expenses. Garrett v. Crenshaw (CA 
4th 1952) 196 F2d 185; Bowers v. 
Lumpkin (CCA4th 1944) 140 F2d 
927, 151 ALR 1336; Bush Terminal 
Buildings Co. v. Commissioner of In- 
ternal Revenue (CA2d 1953) 204 
F2d 575, certiorari denied (1953) 
346 US 856, 98 L ed 370, 74 S Ct 
72. If the company here had sought 
in its tax returns to deduct the costs 
of litigation here involved as a loss 
or as a current business expense, it 
would have been met with the answer 
that the amount so expended was not 
a loss but an investment in the project 
which the company was building. 
Such an answer would have been 
sound for the purposes of the taxing 
statutes. We think it equally sound 
for the purposes of the statutes here 
under consideration. 

Argument is made that, since legiti- 
mate cost under the statute is com- 
puted as a basis for rate making or 
purchase by the public, expenditures 
made in the course of such litigation 
as was here involved should not be 
included. If, however, such expenses 
constitute, as they unquestionably do, 
a part of the cost of the project to the 
owner, there is no reason why they 


should not be included in cost for rate 
making, acquisition by the public, or 
any other purpose. Of course, if they 
had been imprudently made or had 
not been made in good faith or had 
been excessive in amount, they should 
not be allowed; but they are not at- 
tacked on any of these grounds. On 
the contrary, the commission con- 
cedes, as we understand, that they were 
prudent, proper, and not excessive 
and that they would be capitalizable 
as a part of the cost of the project 
for all purposes except the purposes 
of the statute here under considera- 
tion. We think they are capitaliza- 
ble for that purpose also. If the val- 
uation should ever become impor- 
tant for the purposes of purchase or 
rate making it will be because the 
company’s investment in the property 
is less than its fair value, for the low- 
est of these must be taken under the 
statute; and if rate making or pur- 
chase is to be based on investment in 
property which is lower than its fair 
value, it is but fair and honest that 
all of the investment which the owner 
has made in the property be consid- 
ered. 

For the reasons stated, the order 
directing the company to eliminate the 
litigation expenses amounting to 
$524,002.47 from its statement of cost 
will be reversed and set aside and the 
company will be permitted to restore 
these expenses to its statement. 

Reversed. 
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Securities and Exchange Commission 


Drexel & Company 


No. 153 
— US —, 99 L ed —, 75 S Ct 386 
February 28, 1955 


EVIEW of judgment ruling that the Securities and Exchange 
R Commission lacked jurisdiction over fees paid by holding 
company in proceeding involving reorganization of its subsidiary; 
reversed. For lower court case, see (CA2d 1954) 210 F2d 585. 


Corporations, § 10 — Federal commission jurisdiction — Fees and expenses — 
Reorganization. 

The Securities and Exchange Commission has jurisdiction over the fees 
to be paid by a holding company to an investment banking firm employed 
by it to assist it in proceedings involving reorganization of its subsidiary 
under §11(e) of the Holding Company Act, 15 USCA §79k(e), even 
though the consolidated order approving not only the reorganization of the 
subsidiary under § 11(e) but also related transactions to be consummated 
by the holding company under §§ 10 and 12 of the act, 15 USCA §8§ 79}, 
791, reserved jurisdiction only over fees and expenses with respect to the 
subsidiary’s plan, and with transactions incident thereto. 


Consolidation, merger, and sale, § 17 — Federal commission approval — Exchange 
of stock. 
Statement that holding company’s exchange of its securities for new securi- 
ties pursuant to the reorganization of its subsidiary under § 11(e) of the 
Holding Company Act, 15 USCA § 79k(e), constitutes a “sale” under the 
act requiring approval of the Securities and Exchange Commission, and its 
acquisition of the new securities constitutes an “acquisition” within the 
meaning of the act and subject to the jurisdiction of the commission, p. 153. 

Corporations, § 24 — Fees and expenses — Holding company reorganization. 
Statement that the amount of fees for services rendered in a holding 
company reorganization proceeding is relevant to the question whether 
the reorganization plan is fair and equitable, p. 156. 

Corporations, § 24 — Fees and expenses — Holding company reorganization. 
Statement that payment of excessive fees was one of the historic abuses 
of the reorganization procedure, whereby utility companies were milked, an 
abuse the Holding Company Act sought to correct, p. 156. 


(FRANKFURTER and Burton, JJ., dissent.) 


> 
7 PUR 3d 152 











.UM 


S. E. C. v. DREXEL & COMPANY 


APPEARANCES: William H. Tim- 
bers, of Washington, D. C., argued 
the cause for petitioner; Arthur H. 
Dean, of New York city, argued the 
cause for respondent. 


Mr. Justice Douctas delivered the 
opinion of the court: The question 
in the case is whether the Securities 
and Exchange Commission has juris- 
diction to pass on a fee to be paid by 
Electric Bond & Share Co. to Drexel 
& Co. in connection with a reorganiza- 
tion plan filed by its subsidiary, Elec- 
tric Power & Light Corp., under § 11 
(e) of the Public Utility Holding 
Company Act of 1935, 49 Stat 803, 
15 USCA §79a et seq. We hold 
that the commission does have juris- 
diction. 

The problem arises out of the un- 
raveling and reorganization of the 
vast empire of Bond & Share, pursu- 
ant to the command of the act. The 
present case is one of several phases 
of the various reorganization plans 
adopted to bring the system into com- 
pliance.* The instant phase of this 
system’s reorganization grew out of 
the filing of a voluntary plan of reor- 
ganization under § 11(e) by Electric. 

Electric owned operating subsidi- 
aries in several states and in Mexi- 
co. The plan provided that (1) 
Electric would transfer to a new 
holding company, Middle South Util- 
ities, Inc., its holdings in those oper- 
ating subsidiaries, as well as certain 


other assets; (2) preferred stocks 
of Electric would be retired by dis- 
tributing to those security holders 
shares of Middle South and shares 
of another subsidiary of Electric; 
(3) the remaining shares of Middle 
South and the other subsidiary 
would be distributed to the holders 
of the common stock and of the war- 
rants of Electric; and (4) Bond & 
Share would pay Electric $2,200,000 
in settlement of intrasystem claims. 
The plan filed by Electric under 
§ 11(e) required Bond & Share to do 
three things: first, sell or exchange 
its holdings of Electric stock; second, 
acquire in exchange the shares of Mid- 
dle South and the other subsidiary; 
and third, pay the cash amount in 
settlement of the intrasystem claims. 
It was not sufficient for Bond & Share 
that Electric get approval for its plan 
under § 11(e). It was also necessary 
by the terms of the act that Bond & 
Share also get the commission’s ap- 
proval of the steps required of it. 
Bond & Share’s exchange of its 
securities for the new securities was 
a “sale” under the act, for ‘‘sale” in- 
cludes “exchange.” Section 2(a) 
(23), 15 USCA §72b(a) (23). 
Bond & Share is a registered holding 
company. No “sale” of securities can 
be made by a registered holding com- 
pany without commission approval. 
That is the command of § 12 of the 
act, 15 USCA § 791.2 That approval 





1For various phases of the reorganization 
of this holding company system see: (1) Re 
Electric Bond & Share Co. (1941) 9 SEC 
978; id. (1942) 12 SEC 392; id. (1945) 20 
SEC 615; id. (1945) 21 SEC 143, 61 PUR 
NS 412; id. (1946) 22 SEC 866; (2) Re 
Electric Bond & Share Co. (1942) 11 SEC 
1146, 46 PUR NS 321, affd sub nom. Ameri- 
can Power & Light Co. v. Securities and Ex- 
change Commission (CAlst 1944) 53 PUR 
NS 16. 141 F2d 606; (1946) 329 US 90, 


66 PUR NS 33, 91 L ed 103, 67 S Ct 133; 
Re American Power & Light Co. (1945) 21 
SEC 191, 61 PUR NS 129; (3) Re United 
Gas Corp. (1944) 16 SEC 531, affd sub nom. 
Re United Gas Corp. (DC Del 1944) 59 
PUR NS 372, 58 F Supp 501; (CCA 3d 
1947) 162 F2d 409; and (4) Re Electric 
Bond & Share Co. (1945) 20 SEC 786, 61 
PUR NS 287. 

2 Section 12(d) provides: 

“Tt shall be unlawful for any registered 
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is obtained, as § 12 shows,® by a pro- 
cedure which submits the fees in con- 
nection with the sale to the scrutiny 
and approval of the commission. 

Bond & Share’s receipt of the new 
securities was an “acquisition” within 
the meaning of the act. Section 2(a) 
(22). That “acquisition” was made 
subject to the jurisdiction of the com- 
mission by §9(a), 15 USCA § 79i 
(a). That approval could be had 
only by submitting the “acquisition” 
to the commission’s scrutiny pursuant 
to § 10 of the act, 15 USCA § 79}, a 
scrutiny that includes supervision of 
the fees paid by the holding company 
in connection with the “acquisition.” ® 

Bond & Share’s cash payment in 
settlement of the intrasystem claim was 
incident to the “sale” under § 12 and 
the “acquisition” under § 10. And, as 
noted, all three transactions by Bond 
& Share were parts of the plan filed 
by Electric under § 11(e). 

Bond & Share, therefore, filed an 
application pursuant to §§ 10, 11, and 
12 of the act, asking for the commis- 
sion’s approval of the transactions 
which the plan required of it. 

The commission consolidated the 
proceedings involving Electric’s plan 


and Bond & Share’s application and 
heard them together, and on March 
7, 1949, entered one order in the 
consolidated proceedings, approving 
both. As respects Bond & Share the 
order said, “It is further ordered that 
the application-declaration of Bond & 
Share referred to above be and it is 
hereby granted and permitted to be- 
come effective.” As respects the plan 
of Electric, the commission in the 
same order gave its approval, subject 
to additional terms and conditions, the 
second of which reads: 

“That jurisdiction be and hereby 
is specifically reserved to determine 
the reasonableness and appropriate 
allocation of all fees and expenses and 
other remuneration incurred or to be 
incurred in connection with the said 
Plan, as amended, and the transactions 
incident thereto, other than the fair- 
ness and reasonableness of the fees 
and expenses incident to the stock- 
holders’ actions enumerated in Part 
II of the Plan, as amended.” 

It is said, however, that that reser- 
vation was “the reservation of the 
fees in connection with Electric’s plan 
under § 11, and cannot be made to 
supply the failure to fix or to reserve 





holding company, by use of the mails or 
any means or instrumentality of interstate 
commerce, or otherwise, to sell any secu- 
rity which it owns of any public-utility com- 
pany, or any utility assets, in contravention 
of such rules and regulations or orders regard- 
ing the consideration to be received for such 
sale, maintenance of competitive conditions, 
fees and commissions, accounts, disclosure of 
interest, and similar matters as the commission 
deems necessary or appropriate in the public 
interest or for the protection of investors or 
consumers or to prevent the circumvention of 
the provisions of this title or the rules, regula- 
tions, or orders thereunder.” 

8 Supra, note 2. 

4 Section 9(a) provides in relevant part: 

“Unless the acquisition has been approved 
by the commission under §10, it shall be 
unlawful— 

“(1) for any registered holding company 


or any subsidiary company thereof, by use of 
the mails or any means or instrumentality 
of interstate commerce, or otherwise, to ac- 
quire, directly or indirectly, any securities 
or utility assets or any other interest in any 
business; . 

5 Section 10(b) provides in relevant part: 

“Tf the requirements of subsection (f) are 
satisfied, the commission shall approve the 
acquisition unless the commission finds that— 


“(2) in case of the acquisition of securities 
or utility assets, the consideration, including 
all fees, commissions, and other remuneration, 
to whomsoever paid, to be given, directly or 
indirectly, in connection with such acquisi- 
tion is not reasonable or does not bear a fair 
relation to the sums invested in or the earning 
capacity of the utility assets to be acquired 
or the utility assets ilies eatieed the securities 
to be acquired ; 
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the matter of fees in the proceedings 
under §§ 10 and 12 in relation to 
which they were incurred.” 

There are two answers to that argu- 
ment. First, the reservation was made 
in the § 10 and § 12 proceedings for 
they were consolidated with the § 11 
proceedings and one order entered in 
all three. Second, the order in the 
consolidated proceedings reserved ju- 
risdiction over the fees and expenses 
incurred not only “in connection with 
the said Plan” but also in connection 
with “the transactions incident there- 
to.” The latter obviously included 
the matters under § 10 and § 12, for 
they were the chief collateral ones 
before the commission at the time. 
The parties so understood it, for Bond 
& Share and Drexel filed petitions for 
approval of the Drexel fee, invoking 
the reserved jurisdiction of the com- 
mission. The commission held hear- 
ings and fixed a fee for Drexel® which 
neither Drexel nor Bond & Share 
thought adequate.?’ The commission 
applied to the district court for ap- 
proval of this and other fee and ex- 
pense orders. The district court ap- 
proved. The court of appeals affirmed, 
except for the order as to Drexel; and 
as to that it reversed “for lack of 
jurisdiction in the commission.” (CA 
2d 1954) 210 F2d 585. 

We see no such infirmity in the 
commission’s order. The commission 
plainly has power under §10 and 
under § 12 to fix the fees payable by 


Bond & Share. To be sure, the com- 
mission did not fix any fee, when on 
March 7, 1949, it entered the consoli- 
dated order approving the applications 
under §§ 10, 11, and 12. That order 
merely reserved jurisdiction to deter- 
mine the reasonableness of the fees. 
There is a suggestion that no reserva- 
tion of jurisdiction over the fees is 
possible, at least so far as § 10 is 
concerned, since § 10 directs the com- 
mission to approve the plan unless it 
finds the fees unreasonable. But the 
reservation by the commission of ju- 
risdiction over the fees is merely a 
means of assuring that they will not 
be unreasonable. Certainly, the com- 
mission need not hold an entire plan 
in abeyance until it completes hearings 
on the fees to be paid in connection 
with one phase of it. We see no rea- 
son why the commission, in the interest 
of orderly administration, cannot 
defer consideration of all the fees, 
until it has time to view the entire 
matter in perspective and evaluate the 
worth of each contribution. We would 
have to read the act with an extremely 
hostile eye to deny the commission that 
administrative leeway. 

The error of the court of appeals 
was in overlooking the essential and 
critical role that §§ 10 and 12 play in 
the case and in relying on § 11(e) 
alone. 

The contrast between §§ 11(e) and 
11(f) is plain, so far as jurisdiction 
over fees is concerned. Section 11 





6 Bond & Share asked that it be reimbursed 
by Electric for this fee. he commission 
denied reimbursement, saying that Bond & 
Share’s services in the proceedings “were 
not services merely designated to bring Elec- 
tric into compliance with the commission’s 
order but were additionally, if not primarily, 
steps designed to simplify the Bond and Share 
system and Bond and Share itself at the apex 
of that system. 


“f . Any plan for the compliance of the 
subholding companies must necessarily have 
been as a step toward the ultimate resolution 
of Bond and Share’s over-all §11 problems 
which were its primary concern.” 

Bond & Share took no step to contest that 
action. 

7 Bond & Share asked $100,000 for Drexel. 
The commission awarded $50,000. 
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(f£) contains an express provision con- 
cerning fees. The subsection, appli- 
cable to court proceedings where a 
receiver or trustee has been appointed, 
makes all fees “to whomsoever paid” 
subject to the approval of the commis- 
sion. Cf. Leiman v. Guttman (1949) 
336 US 1, 93 L ed 453, 69 S Ct 371. 
Section 11(e) contains no such provi- 
sion. It merely directs the commis- 
sion to approve the plan, if it finds 
the plan “fair and equitable to the 
persons affected.” The amount of fees 
to be paid by Electric plainly would be 
relevant to the question whether the 
plan was fair and equitable. See Re 
Public Service Corp. (CA3d 1954) 
211 F2d 231, 232. Payment of exces- 
sive fees was one of the historic abuses 
of the reorganization procedure, 
whereby utility companies were 
milked, an abuse the Public Utility 
Holding Company Act sought to cor- 
rect. 79 Cong Rec 4607; S Rep No. 
621, 74th Cong, Ist Sess 33. Ques- 
tions of fees payable by and to pro- 
tective committees present special con- 
siderations irrelevant here and we put 
them aside. Cf. Leiman v. Guttman 
supra. Different considerations come 
into play when fees payable by individ- 
ual security holders to their own coun- 
sel are involved. It would seem, for 
example, that the amount which a 
stockholder, say, agreed to pay his 
lawyer for representing him in an § 11 
(e) proceeding would be no business 
of the commission. The amount of 
that fee would seem to have no direct 
bearing on the fairness of the plan. 

But the fees payable by the regis- 
tered holding company in connection 
with the reorganization of its sub- 


sidiary or affiliate are, or may be, 
different. At least Congress thought 
so, for Congress was explicit in mak- 
ing the fees payable by them, in con- 
nection with the transactions covered 
by § 10 and by § 12, subject to com- 
mission approval. Congress had be- 
fore it the detailed record of holding 
company activities and knew that many 
of them had a proclivity for predatory 
practices. The fees were not only 
large; they were often loaded on 
affiliated companies® and concealed in 
intrasystem accounts. Congress de- 
cided to put an end to the worst of 
these practices and control the critical 
ones. When it came to the intricacies 
of holding company finance, Congress 
expressed the desire to have the 
amount of the fees paid brought to 
light and to have the commission de- 
cide who pays them and what amounts 
are reasonable. We cannot be faithful 
to that statutory design without grant- 
ing the commission the jurisdiction 
asserted here. 
Reversed. 


Mr Justice FRANKFURTER, whom 
Mr. Justice BurTON joins, dissenting: 
Fully aware of the complicated inter- 
relations of holding company systems, 
Congress did not enact a scheme for 
severance of all intercorporate rela- 
tions among public utility interests. 
Instead, specific provisions were de- 
vised against specific abuses and the 
Securities and Exchange Commission 
was given specific authority to effectu- 
ate the defined functions of these dif- 
ferent provisions. Enforcement of the 
act entailed authorization by the com- 
mission of reorganization to secure 





8 When Bond & Share asked that Electric 
reimburse it for the fees paid Drexel (see note 
6, supra), it was following a traditional hold- 
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ing company practice of using the affiliated 
companies as convenient pocketbooks of the 
system. 
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simplification of a holding company 
system and regulation of transactions 
involving acquisitions and dispositions. 
Duly mindful of the abuses of excessive 
fees in the conduct of intercompany 
affairs, Congress effectively equipped 
the commission with power to regulate 
fees in the various proceedings which 
required approval by the commission. 
But Congress particularized. It did 
not vest this fee-fixing authority of 
the commission in a comprehensive 
provision. It dealt with the problem 
distributively. It was explicit in relat- 
ing the power to fix fees to the par- 
ticular proceeding. 

The matter before us relates to the 
fixing of fees in a proceeding under 
§ 11 of Holding Company Act. That 
was a proceeding for the reorganiza- 
tion of the Electric, a subsidiary of 
Bond & Share. That section gave 
the commission full power to fix fees 
to be paid by Electric as a condition 
to approval for its plan for reorganiza- 
tion. To be sure, Electric’s plan in- 
volved the parent, Bond & Share 
and the confirmation of Electric’s plan 
required approval by the commission 
of “acquisition” by Bond & Share 


of new securities. That approval un- 


der § 10 subjected the fees which Bond 
& Share could pay Drexel to the 
scrutiny and approval of the commis- 
sion. The consummation of Electric’s 
plan likewise involved a “sale” by 
Bond & Share under §12. Again, 
that section made Bond & Share’s 
payment of fees to Drexel subject to 
the commission’s approval. The 
commission gave the required approval 
to the “acquisition” and “sale” under 
§§ 10 and 12, respectively, without 
passing on the fee payable by Bond 
& Share or reserving the question 
of the propriety of such fees. The 
reservation regarding fees in the pro- 
ceedings of Electric was applicable to 
the fees in connection with Electric’s 
plan under § 11, and cannot be made 
to supply the failure to fix or to re- 
serve the matter of fees in the proceed- 
ings under §§ 10 and 12 in relation 
to which they were incurred. 

The Holding Company Act of 
1935 is a reticulated statute, not a 
hodgepodge. To observe its explicit 
provisions is to respect the purpose of 
Congress and the care with which it 
was formulated. 

I would affirm the court of appeals. 





157 7 PUR 3d 








CALIFORNIA PUBLIC UTILITIES COMMISSION 


CALIFORNIA PUBLIC UTILITIES COMMISSION 


C. E. Holman 


Pacific Gas and Disceric Company 


Decision No. 51094, Case No. 5576 
February 7, 1955 


CTION to recover alleged overcharge for electric service sup- 
plied agricultural pumping installation; dismissed. 


Reparation, § 32 





Filed tariff as bar to recovery. 


1. The owner of property leased to a tenant may not recover reparations 
for an alleged overcharge for electric service supplied to an agricultural 
pumping installation on the property, where the company has based its rates 


on a regularly filed tariff, p. 160. 


Reparation, § 48 — Electric service —Proper party. 
2. The owner of property leased to a tenant is not a proper party com- 
plainant in a reparation proceeding to recover an alleged overcharge for 
electric service supplied to an agricultural pumping installation on the prop- 


erty, p. 160. 


APPEARANCES: C. E. Holman, 
complainant ; F. T. Searls and John C. 
Morrissey, for defendant. 


By the Commission: In this com- 
plaint, filed September 22, 1954, C. E. 
Holman seeks reparations for an al- 
leged overcharge made by Pacific Gas 
and Electric Company for electric serv- 
ice supplied to an agricultural pump- 
ing installation located on the property 
of the complainant near Oakdale. 

The matter was heard before exam- 
iner F. Everett Emerson on Decem- 
ber 13, 1954, at Modesto and was sub- 
mitted for decision on that date. 

In effect, complainant alleges that 
he and tenants of his farm near Oak- 
dale were overcharged by defendant 
during a period when two pump mo- 
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tors, one of 74 hp and one of 20 hp 
served through one electric meter, were 
not connected to a double-throw switch 
and that he, as owner of the farm and 
its pumping facilities, has had to reim- 
burse his tenants for the difference in 
billing between defendant’s charges for 
a usage of 273 hp and those for 20 hp 
which complainant believes is proper. 

Defendant denies making any over- 
charge to either complainant or his ten- 
ants and avers that all billings for serv- 
ice to the pumps have been made strict- 
ly in accord with its reglularly filed 
rates and rules applicable to such serv- 
ice. 

Defendant’s practice for many years 
as well as the specific tariffs under 
which agricultural power service is 
rendered has been to compute the basic 
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connected electric load as “the sum of 
the rated capacities of all of the cus- 
tomer’s equipment that may be con- 
nected to the company’s lines at the 
same time, computed to the nearest 
one-tenth of a horsepower.” 

The evidence is clear that in so 
far as agricultural pumping service is 
concerned complainant’s original load 
consisted of a 73-hp pump used to 
lift water from an irrigation canal onto 
the land. Under such operation, com- 
plainant could irrigate only at such 
times as water was in the canal. De- 
Siring to irrigate at other times, he 
sank a well on his property and in- 
stalled a pump therein driven by a 20- 
hp electric motor. Complainant signed 
a contract on March 8, 1950, which, 
among other things, listed the 20-hp 
pump as the total load to be connected.” 
Service to the new pump was estab- 
lished by defendant on June 28, 1950. 
Defendant’s electric lines to the 73-hp 
pump were disconnected and at about 
the same time complainant installed 
his own electric line from the location 
of the 20-hp pump to the 74-hp pump 
so that either pump might be used, as 
complainant might desire. Complain- 
ant was notified by one of defendant’s 
employees that in order for complain- 
ant to be billed only for a connected 
load of 20 hp it would be necessary 
for complainant to provide a double- 
throw switch between the wires to the 
two pumps so that only one pump could 
be operated at one time. Such switch 
was not immediately installed. Com- 
plainant was billed only for a connected 
load of 20 hp for about eight months 
thereafter, during which time argu- 


ment ensued between complainant and 
various of defendant’s employees as to 
the suitability or wiring of a switch 
complainant had on hand. However, 
complainant has never been billed 
for a connected load in excess of 20 
hp. 

During 1951 complainant leased his 
farm to one J. D. Anderson and the 
electric account was transferred to such 
party by means of a contract* whereby 
said J. D. Anderson would continue 
the unexpired term (May 26, 1951, to 
June 28, 1953) of complainant’s prior 
contract. The account continued to 
be billed at the rate for 20 hp. How- 
ever, J. D. Anderson was informed 
that the double-throw switch would be 
required or the billing would be based 
upon a connected load of 274 hp. No 
double-throw switch having been made 
operative, the account was billed at 
the rate applicable to 27} hp on 
August 1, 1951. 

On December 8, 1951, the account 
was transferred to one George W. 
Anderson by means of a contract? 
whereby this party assumed the orig- 
inal term of complainant’s contract. It 
continued to be billed at the 274-hp 
rate. 

The same account was again trans- 
ferred on July 31, 1952, from this 
party to George E. Anderson and J. 
D. Anderson, who signed a contract* 
for a 273-hp connected load for a pe- 
riod of one year. 

The 274-hp account was next trans- 
ferred from George E. Anderson and 
J. D. Anderson to Howard Holman, a 
son of complainant, on July 13, 1953, 





1 Contract No. 73751, Exhibit No. 4 in this 
proceeding. 

2 Contract No. 73963, Exhibit No. 5 in this 
proceeding. 


8 Contract No. 74069, Exhibit No. 6 in this 
proceeding. 

4Contract No. 74166, Exhibit No. 7 in this 
proceeding. 
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by a one-year contract. On April 10, 
1954, an employee of defendant deter- 
mined that a proper double-throw 
switch had been installed and was op- 
erating so as to limit the possible con- 
nected load to 20 hp, and the account 
has been billed on such basis for the 
1954 agricultural year. 

[1, 2] The evidence is clear that 
defendant has served the complainant 
and subsequent parties in accordance 
with its regularly filed tariffs and rules 
applicable to such service and we so 
find. Moreover, complainant has nev- 
er paid more than the charge properly 
made for a connected load of 20 hp and 
was not a customer of defendant dur- 
ing the period when bills were ren- 
dered to his tenants at the 274-hp rate. 


5 Contract No. 74330, Exhibit No. 7 in this 
proceeding. 





Therefore, he is not the proper party 
complainant in a reparation proceed- 
ing. It follows that the complaint must 
be dismissed. 

Although defendant’s legal posi- 
tion is sound, defendant’s public rela- 
tions might have been improved had 
its employees early informed the com- 
plainant and his tenants of the physi- 
cal arrangements necessary to make 
the lesser billing provisions of the 
tariffs available to them. The per- 
formance of defendant’s employees in 
this case leaves much to be desired in 
such respect. 

Based upon the evidence and the 
foregoing findings in respect thereto, 

It is hereby ordered that this com- 
plaint be and it is dismissed. 
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DELTA-STAR’S new, complete 


Power Connector Catalog 


Offering power connectors for every application— 
for use with copper and aluminum conductors 


aes ie aed promo needs may be, this new Power Connector Delta-Star Power Connectors 
atalog has the proper fitting listed. xg ; : 
The catalog is compiled in ten sections. It includes an extensive Meet Rigid Service Requirements 
Data Section to assist you in estimating, planning and engineering for 
future requirements. This section also contains tables, chafts, technical 
articles and much additional information for every-day engineering use. Bet ’ : 
sures positive electrical connection. 
Other sections present tubing to tubing connectors, cable to cable, Unk ab sineng alles hd teak hale 
tubing to cable, tube or cable to bar, square tubing, flexible connec- contribute te connector Wife. Simplt: 
tors, grounding and stud connectors, and terminal lugs. fied design assures ease of instal- 
A copy of this new DELTA-STAR Power Connector Catalog is yours lation: 
for the asking. A letter on your company stationery to the factory or 
nearest Delta-Star representative, will assure your receiving a copy. 


DELTA-STAR ELECTRIC DIVISION 


The cast-to-size connector principle, 
pioneered by Delta-Star, provides 


exceptional gripping action and as- 
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dow-out of Chrysler Corporation...coms 


the most rugged trucks ever built! 


Announcing new 


Dodgem trucks! 


The power line with full view design 


NEW! Super Power-Dome V-8 engines—169 to 202 hp, 
the world’s most powerful low-tonnage V-8’s—and the m 
dependable sixes! 

NEW! Full-view design with biggest wrap-around windshis 
of any make! Wrap-around rear window available, too! yg" 
get greater safety, easier handling! mers t 


NEW! Higher payloads, new no-clutch transmissions, pow’.,... 
steering and braking, fuel-saving overdrive! Plus smartly-stylg’ 
interiors, colors, 2-toning! Over 100 new features! ) 


Now on display at your 
dependable Dodge 


Truck dealers! 


Py 
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‘’ long Island Lighting to Spend 


$50,000,000 in 1955 


ONG Island Lighting Company an- 
ipates the addition of about 34,000 
‘yew electric and 19,000 new gas cus- 
mers this year, according to Errol 
nol Doebler, president. Cost of new 
stypulities in 1955 is estimated at $50,- 

10,000, which compares with 1954 
penditures of $40,000,000. Most of 
We increase is in the electric depart- 
yent and is due in part to the expendi- 
es on the new Edward F. Barrett 
wer station and the transmission 
ork which will link the plant with 
system. 


olumbus & So. Ohio Plans 
$34,000,000 Station 


ANS for the construction of a new 

ttric generating station by Colum- 

and Southern Ohio Electric Com- 
were announced recently by J. B. 

ton, president. 

The initial installation will consist 
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of one 125,000 kilowatt generating 
unit with necessary transmission lines 
to connect the unit to the company’s 
system. Construction is expected to 
start about October Ist this year and 
operation of the unit is scheduled for 
the 4th quarter of 1957. An expendi- 
ture of approximately $34,000,000 is 
expected to be necessary to complete 
this first phase of construction for the 
new plant. 

Although present plans involve only 
the construction of the first unit, the 
ultimate, size of the plant will be de- 
termined by the future power needs 
of our service area. 

Since the end of World War II, the 
generating capacity of Columbus and 
Southern Ohio Electric Company has 
increased from 210,000 to 460,000 
kilowatts. Upon completion later this 
year of an additional generating unit 
at the Picway plant south of Colum- 
bus the company’s total capacity will 
be 560,000 kilowatts. The new unit 
will bring the total capacity to 685,000 
kilowatts. 
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Common and Preferred Dividend Notice 
April 28, 1955 
The Board of Directors of the Company has declared 


the following quarterly dividends, all payable on 
1955, to stockholders of record at close of 


Preferred Stock, 5.50% First Preferred Series $1.37 
Preferred Stock, 4.75°% Convertible Series 
Preferred Stock, 4.50% Convertible Series 


TEXAS EASTERN O 


LOUISIANA 


Amount 
per Share 





$1.18% 
$1.12Y% 
$0.35 


¢ So Secretary 
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Industrial Progress 


$25,000,000 Unit Planned By 
Jersey Central Pwr. & Lt. 


JERSEY Central Power & Light 
Company’s $25,000,000 power ad- 
dition to its Raritan river station, 
Sayreville, capable of producing 137,- 
500 kilowatts of electricity at full 
capacity, was recently put into opera- 
tion, Clyde A. Mullen, vice president 
in charge of operations, announced. 

The new power unit is the second 
addition at the company’s Raritan 
river station in the past six years. It 
increases the electric generating 
capacity at this station from 98,000 to 
235,000 kilowatts, or 140 per cent. 

Mr. Mullen said that JCP&L has 
nearly tripled its power capacity in the 
postwar period. 


Westinghouse Issues Booklet on 
Capacitors for Utility Systems 


A 16-page booklet “Capacitors for 
Utility Systems” is available from 
Westinghouse Electric Corporation. 

Arranged to provide maximum aid 
to users in selecting the best power 
capacitor for every application, the 
booklet matches various capacitor ap- 
plications on transmission and dis- 
tribution systems to the best capaci- 
tor unit for the job. These applications 
are presented graphically and dis- 
cussed in detail. 

The capacitor types discussed in- 
clude: the stack-type for high voltage 
applications ; metal-enclosed units for 
indoor and outdoor use; low-voltage 

Co on page 28) 








RATE OF RETURN STUDIES 
FOR PUBLIC UTILITIES 


HASLAM ASSOCIATES, Inc. 


32 Broadway, New York 4, N. Y. 
BOwling Green 9-6554 
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INDUSTRIAL PROGRESS—( Continued) 


units for secondary network vaults; 
automatically-switched types for 
primary distribution circuits; pole- 
mounted types for unswitched applica- 
tions on primary distribution; units 
for secondary distribution ; and indus- 


trial units. 

In addition, the design features of 
the universal inerteen power capacitor 
that is used for all the various units 
is described and illustrated. 

For a copy of booklet B-6136, write 
Westinghouse Electric Corporation, 
P. O. Box 2099, Pittsburgh 30, Pa. 


"Out of Darkness" Film Released 
By General Electric 
“OUT of Darkness,” a 26 minute mo- 
tion picture which dramatically illus- 
trates the relation of modern street 
lighting to traffic safety and night 
crime reduction, has been released by 
the General Electric Company. 
Produced for G-E by the March of 
Time, “Out of Darkness’ vividly 
documents how one U. S. community 
faced and solved the problem of in- 
adequate street lighting. Statistics 
from city officials, police chiefs, and 





any of such Shares. The 





Dean Witter & Co. 
Goldman, Sachs & Co. 


Merrill Lynch, Pierce, Fenner & Beane 
White, Weld & Co. 
William R. Staats & Co 


Stone & Webster Securities Corporation 


Schwabacher & Co 


W. C. Langley & Co. 
A. C. Allyn and Company 


Incorporated 


A. G. Becker & Co. 
Incorporated 
Hallgarten & Co. 
Lester, Ryons & Co. 
Paine, Webber, Jackson & Curtis 


April 21, 1955. 


The First Boston Corporation 


Harriman Ripley & Co. 


Incorporated 


Brush, Slocumb & Co. Inc. 

Hemphill, Noyes & Co. 
Irving Lundborg & Co. 

Shuman, Agnew & Co. 


This is not an offering of these Shares for sale, or an offer to buy, or a solicitation of an offer to buy 
ffering is made only by the Prospectus 


600,000 Shares 
Pacific Lighting Corporation 


Common Stock 


(Without Par Value) 
Price $40 per share 


Copies of the Prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed. 


Blyth & Co., Inc. 


Glore. Forgan & Co 
Lehman Brothers 
Smith, Barney & Co. 


Elworthy & Co. 


American Securities Corporation 
Central Republic Company 
(Incorporated) 
Hill Richards & Co. 
Mitchum Jones & Templeton 


Walston & Co. 

















safety organizations, concerning cities 
and towns where modern lighting has 
been installed, are emphasized. 

The film is the main element of the 
company’s More Power to America 
Street Lighting program. These pro- 
grams are designed to help increase 
the nation’s standard of living and in. 
dustrial productivity by stimulating 
broader, more efficient use of elec. 
tricity in industry, in the community 
and on the farm. ; 

According to L. Byron Cherry, gen- 
eral manager of G-E’s Outdoor Light- 
ing Department, “More than 90 per 
cent of the nation’s streets are inade- 
quately lighted. The price of this con- 
dition is reflected in the ever-climbing 
rate of after-dark crime and traffe 
accidents in our cities.”” The G-E gen- 
eral manager pointed out that installa- 
tion of modern street lighting provides 
at least a partial solution to nighttime 
crime and traffic accident problems, 

“Out of Darkness” tells the story 
of how a young city manager—con- 
cerned with his city’s inadequate street 
lighting, high incidence of assaults, 
and nighttime auto accidents—con- 
vinces his fellow residents, after con- 
siderable resistance, that a new light- 
ing system should be adopted. En- 
acted by both professional actors and 
actual residents of cities where the film 
was photographed, it employs a mythi- 
cal but typical location—F ort Butler, 
U.S.A 

“Tn addition to its role as an ant- 
crime and traffic accident agent, mod¢- 
ern lighting stimulates community 
growth and promotes a strong sense of 
pride among citizens,” Mr. Cherry 
said. “Frequently, a new lighting sys- 
tem will serve as an attraction both to 
new residents and commercial organ 
zations,” he added. 

“Out of Darkness” is available on 
a one-time loan basis for showing by 
civic organizations and _ interested 
groups, through General Electric Ap 
paratus Sales offices throughout the 
nation. It is also for sale to electrit 
utilities for $75. 


John Buehler to Betchel 
Corporation 


JOHN P. Buehler has been appointed 
an executive engineer with the Bechtel 
Corporation. He will be attached to 
the Power Division at San Francis¢0 
headquarters, assisting Vice President 
John R. Kiely on special studies and 
assignments, particularly those of @ 
hydro-electric nature. 
(Continued on page 30) 


PUBLIC UTILITIES FORTNIGHTLY—MAY 12, 19% 





ge 


2-5 





AMCRECO TREATMENT 


Take a-oht-1 
Pole Life Expectancy 


In the last quarter of a century, through 
continuing research, the service life expect- 
ancy of Amcreco Creosoted products has been 
greatly extended. Refinements and improve- 
ments in our basic process of creosoting 
under pressure mean longer pole life with 
greater strength throughout the life of the 
pole. Amcreco pressure treatment has made 
possible longer spanning with new econo- 
mies in maintenance and construction. Take 
advantage of our nearly half a century of 
experience. Any of our conveniently located 
sales offices will be pleased to go over your 
requirements with you. 


LOWRY PROCESS 


AMCRECO\ ‘<seotor 





Fil 


i, age 
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~ else oe ~ 
POLES AMERICAN CREOSOTING COMPANY 
PLANK pan foermedmeml FETC) Brand 


Federal Creosoting Company | Georgia Creosoting Company 


C We (@) S S A R M S Indiana Creeseting Company & paola ay tr 


LOUISVILLE 2, KENTUCKY 


C @] N DB) U 7 T 18 FIELD SALES OFFICES TO SERVE YOU 











"Best machine yet” says district manager 
of company using Clevelands for 29 years 


OKLAHOMA NATURAL GAS CO. 
bought its first Cleveland “Baby 
Digger” back in 1926 and since 
then has continually used Cleve- 
land trenchers throughout its 
system. The Company is currently 
keeping 10 Clevelands busy on 
distribution work. 


Typical of the hundreds of jobs 
Clevelands have done for this 
owner is the one pictured above 
in Bristow, Okla. This job called 
for 800 feet of trench, 30 inches 
deep by 14 inches wide, for the 
rebuilding of a main under an 
asphalt-surfaced street and 
through shale, in the middle of 
winter. The “Baby Digger” easily 


cut the required trench—right on 
schedule—in spite of the combi- 
nation of adverse conditions. 


Commenting on the Cleveland’s 
performance, O. M. Heartwill, 
manager at Bristow for Oklahoma 
Natural Gas Co., put it tersely, 
“Best machine yet.” 


Performance like this is mot extra- 
ordinary for Clevelands—it’s 
expected of them. Their quality 
construction, maneuverability, 
compactness, dependability and 
all around dig-ability have made 
them standard equipment for the 
gas industry for more than 30 
years. It’s a record worthy of 
your consideration. 


See your local distributor for the full Cleveland story or write direct to: 


THE CLEVELAND TRENCHER COMPANY « 20100 St. Clair Ave., Cleveland 17, Ohio 








CLEVELAND 














INDUSTRIAL PROGRESS 
(Continued ) 


Kuljian Appointment 


HILTON A. Levonian has been ap- 
pointed vice president in charge of 
consulting engineering of The Ku. 
jian Corporation, engineers and cop- 
structors, according to an announce. 
ment by Arthur H. Kuljian, vice 
president, engineering. With head. 
quarters in the main office in Phila. 
delphia, Mr. Levonian will cover the 
far-flung activities of his department 


| both in the United States and in many 
| foreign countries. 


B & W Bulletin 


| A 20-PAGE bulletin, designed to pro- 


| rine 


vide operators of stationary and ma- 
boilers with an authoritative 
guide for selecting the most efficient 
and economical refractories for their 
boilers, has recently been prepared by 


| the Refractories Division of The Bab- 
| cock & Wilcox Company. The bulle- 
| tin, entitled “Boiler Refractories” dis- 
| cusses the importance of selecting the 
| proper refractory materials and the 








basic requirements they must meet to 
avoid the chief causes of refractory 
failure. 

Copies of the bulletin are available 
upon request to the division’s general 
offices : 161 E. 42nd street, New York 
7, ¥: 


Delta-Star Electric Div. An- 
nounces New Development In 
Isolated Phase Bus Construction 


DELTA-STAR Electric Division, H. 
K. Porter Company, Inc., of Pitts- 
burgh has just announced a new and 
improved isolated phase bus for all 
current ratings up to 10,000 amperes 
and voltages to 34.5 kv. According to 
the announcement, this new construc- 
tion marks the first major advance in 
isolated phase bus construction in the 
past decade. 

The announcement states that this 
new design permits ease and economy 
of installation never before possible. 
New telescoping covers save time in 
opening the bus for inspection or 
maintenance. All longitudinal gaskets, 
all supporting ring gaskets and cover 
bolts normally employed are elimi- 
nated. Longitudinal sections 6 to 8 
feet long can be pre-assembled and 
shipped in lengths as large as cus- 
tomer’s facilities can handle. All pre- 
assembled conductor joints are pre- 
welded. Corners and tees are shipped 
from factory complete with conduc- 
tors and insulators. 

Full data may be obtained from the 
manufacturer. 


(Continued on page 32) 
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YOUR 
Special Advantage 
for MAY! 


- « « this is the SPECIAL ADVANTAGE STICKER 
which d of comp are using this month 


on the front cover of Electrified Industry. —> 





THE SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
ity . . Instant Starts ... Economy... Reli- 
ability . . Cleanliness . . . Good Regulation 
... Ability to take Overloads . . . and the 
Cooperation and Advice on Electrical Prob- 
lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 
route your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 











CLEAN —the butcher, the baker and 
the candlestick maker all want spotless 
plants; nothing is quite so clean as our 
power wired right to your machines! 


CONSUMERS POWER COMPANY 





Pass to 














Power salesmen make friends for your 
companies and add to your “net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 
properly used, is worth many times its cost. 


They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contact 
and increase the net revenue of the utilities. 


ELECTRIFIED INDUSTRY ~ TocayS Kednees 


Martin Publications = 20 No. Wacker Dr., Chicago 6 








INDUSTRIAL PROGRESS—( Continued) 


Public Service Electric & Gas to 
Spend $90,000,000 This Year 


CONSTRUCTION expenditures of Public Service 
Electric and Gas Company will be about $90,000,000 this 
year, of which approximately $60,000,000 will be for 
electric facilities and $30,000,000 for gas facilities, ac- 
cording to announcement by Lyle McDonald, board 
chairman. Construction expenditures in 1954 totaled 
$88,700,000 and in the last five years the company has 
spent $335,000,000 for additions to plant. 

The new electric generating station at Linden, con- 
struction of which is under way, is scheduled to be 
placed in service in 1957, with an initial capacity of 
450,000 kilowatts. According to the announcement, the 
new station is expected to be one of the most economical 
fuel-burning electric generating stations in the country. 
A new 185,000 kilowatt unit, now under construction 
at Burlington electric generating station, is expected to 
be placed in operation this Fall. 


New Sales Brochure Announced 
By Marmon-Herrington 
A NEW eight-page brochure tells the complete Mar- 
mon-Herrington All-Wheel-Drive story. 

Action illustrations, All-Wheel-Drive applications, 
model descriptions, specifications are included in the 
brochure. A large inside spread illustrates a Marmon- 
Herrington Ford chassis and describes six Marmon- 
Herrington Ford features: constant velocity universal 
joint steering ends; full floating front driving axles ; 





4 WAYS-FASTER! 


Ps 
MATTHEWS BILL RECEIPTING MACHINE 


Stamp “PAID,” the date, 
relate Meo} isl-TamokohioMel me Zeltls 
customers’ bills 
stamp similar informa- 
tion on your cashier's 
coupons. Cut off each 
coupon and deposit it 
in a locked compart- 
ment . . . four jobs 
with one motion on a 
Matthews Bill Receipt- 
Tate Muaveleal teh 

Available in three 
models, complete with 
stamps, dates and ink 
pad, ready for imme- 
diate service. 





Used by Public Utilities Everywhere! 
JAS. H. MATTHEWS & CO. 


3943 FORBES ST. PITTSBURGH 13, PA. 


BOSTON @® CHICAGO @ PHILADELPHIA @ CLIFTON, N. J. 





husky, heavy duty truck engines; heavy duty synchro 
silent transmissions; extra strong reinforced frames: 
gear driven auxiliary transmissions. 

Copies of the brochure are available by writing to 
Sales Promotion Manager, Marmon-Herrington Com. 
pany, Inc., 1519 West Washington street, Indianapolis, 
Indiana. (Ask for No. 550301.) 


Northern States Power Plans 
$ 104,400,000 Expansion 


NORTHERN States Power Company estimates that 
it will spend $51,400,000 on construction in 1955, 

The company reported construction expenditures of 

nearly $177,000,000 in the last five years, including 
$49,133,000 in 1954. The budget figure for 1956 is $53 
million. 

Last year’s expansion included the completion of the 
company’s first 100,000-kilowatt generating unit, at the 
Black Dog plant south of the Twin Cities, which raised 
total generating capacity to 1,133,630 kw. at the end of 
1954. Another unit of the same size will go into service 
at that plant this year and a third one of like capacity 
at the plant in St. Paul next year. 


Philadelphia Electric to Build 
175,000-kw Unit 


PHILADELPHIA Electric plans to install a new 173; 
000-kilowatt electric generating unit at the company’s 
Schuylkill generating station at 28th and Christian 
streets in Philadelphia. 

Relocation of equipment to provide space for the unit 
is now under way and construction is scheduled for No- 
vember, 1955. The unit is expected to be completed in 
1958. 

The new turbo-generator, which will be one of the 
largest and most efficient on the system, is being installed 
to help meet the growing demand for electric power in 
that area. It will produce enough power to meet the 
electrical needs of more than 300,000 homes. 

The turbine portion of the new unit will be designed 
so that steam can be extracted to help meet increased 
demands on the company’s steam heating system. The 
new 175,000-kilowatt electric generating unit will replace 
four early-type generating units, totaling 44,000 kilo- 
watts capacity. 


G-E to Build Unit for Niagara 

Mohawk Power 
THE largest steam turbine-generator ever installed m 
New York state will be built for the Niagara Mohawh 
Power Corporation by the General Electric Company, t 
was announced recently by R. S. Neblett, marketing 
manager of G-E’s Large Steam Turbine-Generator De 
partment. 

The 200,000-kilowatt unit will be installed in the 
Charles R. Huntley steam station near Buffalo. It wil 
replace three 20,000-kw G-E built units originally i 
stalled in the Huntley station in 1916-17. 

Scheduled to be placed in operation in 1957, the new 
turbine-generator will raise the generating capacity 0! 
the Huntley station to over one million kilowatts. 

The unit will be of the cross-compound, single-flow, 
close coupled, reheat design. This will be the first single 
flow unit of this design in the country. 
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This machinist is “miking” a disc for one of the largest butterfly valves ever 
built — 192” diameter. Newport News built 3 such valves, each weighing 446,000 
lbs., for the Ross Power Plant, Skagit Project, Department of Light, City of 
Seattle, Washington. Designed for a water flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., these valves were shop tested by Newport News 
at 450 psi. They are hydraulically operated with oil at 1,500 psi. pressure. 





Birth of « 200-ton Dili 


This dise for a 16-foot butterfly valve reflects two basic advantages 
of Newport News fabrication... 


First, it exemplifies the careful attention Newport News crafts- 
men give to every detail. And secondly, it attests to the quality with 
which Newport News produces in massive equipment for public 
utilities and allied industries...due to Newport News’ high inte- 


gration of skill and production facilities. N E W Pp OR T 
Additional advantages accrue to customers from extensive work 
conducted in Newport News’ testing laboratories on problems re- N EWS 


lated to water power equipment. 





Avail yourself of the engineering talent, along with the special- Shipbuilding and 
ized production techniques and the skill of Newport News crafts- Dry Dock Company 
men operating vast steel fabricating shops, five huge machine shops, Newport News, Virginia 
drop forging and die facilities along with acres of brass, iron and 
steel foundries. 


Let us bid on equipment for your present or future projects. 
If you are not familiar with the way Newport News can help you, 
write for our illustrated booklet entitled “Water Power Equipment” 
... it’s yours for the asking. 




















NOW AVAILABLE! 


ume Eoiion, PROCEEDINGS 


1954 CONVENTION 


AT CHICAGO 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 





Regulation and Technological Developments in the Communication Field — Recent 
Developments in Transportation—The Problem of Financing the Cost of Effective 
Regulation — State-Federal Cooperative Regulation of Motor Carriers — Telephone 
Committee Report—Depreciation—Accounts and Statistics—Engineering—Corporate 
Finance—Legislation—Rates of Public Utilities—Railroad Passenger Deficit Problem— 
Resolutions adopted by the Association. 


Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Local Service Telephone Rates in the U. S.: 
An excellent compilation of rates prepared by NARUC subcommittee on "exchange rates’ for 
all exchanges of Bell System, the rates of cities of fifty thousand population or more for Bell and 
Independent exchanges, rates of borrowers from R.E.A., and tabulation of above exchanges which 
had ten cent coin telephone rate in effect June 30, 1954. 125 pages punched for use in loose 
leaf binder Se ee ee Se ees Saree eee ae ee a .. $2.00 


Message Toll Telephone Rates and Disparities: 
400 pages of text, tables and charts, hard back cover—the report of the NARUC-FCC Joint Toll 
TS SEGA TRS ied ih DS ST egies ae nee eee $6.50 


Telephone Separations Manual with 1952 Addendum ...............ceeceeceees $2.00 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation on public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 


See MDAC RIND ee re Sie, wits G5PG'S SEIS winnie 6 SOs ne a 644 e's 806 $4.50 

(1946) Methods of Pricing Retirements from Group Property Accounts .............. 1.25 

(1948) Letter Symbols for Mathematics of Depreciation .......................004.. 1.00 

1948) Half Cycle Methods of Estimating Service Life ......................000005- 1.00 

1950) Remaining Life Basis of Accounting for Depreciation .................... 50 

(1954) Report of Committee on Depreciation — an analysis of "economic depreciation" 75 
Interpretations of Uniform System of Accounts for Electric Utilities 

SOE NS UD OD DET MUU SR BO BONO oc oes ics oe os Sea cs casesecsesceees 1.50 
Interpretations of Uniform System of Accounts for Gas Utilities 

SONS ES, CO 0 TED BE ED SOON) 6 oicc 5000s coiccselsd dewicaseGecdecedececee 1.50 
Interpretations of Uniform System of Accounts for Water Utilities 

bes SiO. 1 GO DS TUTE FO FTGG) oon... cece ccc ke cw ceciec ce cesescscesos 1.50 

(When remittance accompanies order, we pay forwarding charges) 
NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 

P. O. BOX 684 WASHINGTON 4. D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 











CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN. INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











n * Standby 
® % Augmentation | 
! 

' 





%* 100% Town Supply 


Engineering ¢ Construction 





PROPANE PLANTS ; 
Design ¢ 


[) RAKE .) SO) ANRY aN D 11 WEST 42ND STREET WNEW YORK 36,N.Y 








THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York ¢ Chicago « Houston ¢ San Francisco « Tulsa e Philadelphia Toronto « Calgary « Denver 
Associated with SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 














(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





Jord, Bacon & Davis 
scr EneeEs “essttecre 


NEW YORK @ CHICAGO @ LOS ANGELES 

















GIBBS & HILL, inc. 


CONSULTING ENGINEERS 
DESIGNERS «CONSTRUCTORS 
NEW YORK LOS ANGELES 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 


FOUNDED 1906 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 Se. LaSalle Street Chicago 3, Illinois 











GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 
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PROFESSIONAL DIRECTORY (continued) 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384. HOLLY AVENUE ° COLUMBUS, OHIO 

















JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 

DETERMINATION 








Yee Ru ljia n loporalion 


ENGINEERS . CONMSTRUCT ORG 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
— Utility Management Consultants Specializing in REGULATORY 
as COST ANALYSIS aie 
for past 35 years 
Send for brochure: ‘’The Value of Cost Analysis to Management’ 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 











ait 


Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 


MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 








Organization * Corporate Practices * Accounting * Budgeting * Financing * Taxes * Stock Transfer * Appraisal 


Analysis * Cost of Money Studies * Depreciation Studies * Engineering * System Planning ¢ Industrial Engineering * ow Business « Rates © Pricing 
Sales and Marketing * Safety * Insurance * Pensions * Employee Welfare * Public Relations * Advertising ¢ Personnel * Industrial Relations 





20 NORTH WACKER DRIVE ¢ CHICAGO 6, ILLINOIS 





Pioneer ae re Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 














SANDERSON & PORTER 


ENGINEERS & 
AND 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Ustilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Publi ili 
REPORTS — VALUATIONS Cintieaton Gaeta: 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 











Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 





Abrams Aerial Survey Corporation 
PHOTOG RAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aertal Photogranhy — Atlas Sheets — Mosascs — 
Plan and Topograbhic Mabs — Profiles — Infra-red 
Photography —- Photo-interbretation Instruments 


614 E, Shiawassee St. Lansing, Michigan 

















EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO. 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 

Original Cost Studies 


910 Electric Building Indianapolis, Ind. 





Peter F. Loftus 


eS On P ©. .R A tea 


DESIGN AND CONSULTING ENGINEERS 
Electrical * Mechanical Structural 


Civil * Th dynamic * Architect 


FIRST NATIONAL BANK BLDG., PITTSBURGH 22, PA 




















LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


(emo. ois Gl om .\e a me) 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicage 4, Il. 














LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








A. S. SCHULMAN ELEcTRIc Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 

















JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 
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The Fortnightly lists below the advertisers in this issue for ready refer- | 
ence. Their products and services cover a wide range of utility needs. 
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Rail 
and 


350 








H ow to m e at . y hy installing Electro-Mobile Power 


q can any new point of need, 


jutility load growth \| me 
the easy way : 


\ 
\ 1. Escape new high-line cost entirely. 


\ % . . . 
2. Postpohe—or avoid—expensive addi- 
\tionah generating station capacity. 
\ ‘ ‘ \ 
\ \ \ 
3. Be paying\no fixed charges for surplus 
capacity... \, 





tf 4. Have minimum line loss.. 




















Rail car, truck trailer 
and portable units— 
350 to 1,000 kw. 


Write for simple formula 


explaining investment advantages 


of Electro-Mobile Power to: 





ELECTRO-MOTIVE DIVISION 


GENERAL MOTORS +*© LA GRANGE, ILLINOIS 


Sold and serviced directly through a manufacturer's organization. Electro-Motive Division 
offices located in: New York City, Chicago, Jacksonville, St. Louis and San Francisco, 


1%5 In Canada: GENERAL MOTORS DIESEL, LTD., London, Ontario 
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Reflective emblem and number on service car. 


ublic Relations in Action 





Reflective bumper emblem on employee's car, 


\ 


\ 


How “Scotchlite’’ Works for Public Utilities 


REFLECTIVE S ING 


Public service companies recognize that the need 
for safety and effective community relations never 
stops. That’s why leading public utilities like the 
Columbus and Southern Ohio Electric Company 
choose ‘‘Scotchlite’”’ Reflective Sheeting for service 
equipment identification and protection. 

Only ‘‘Scotchlite” Sheeting gives 24-hour visibil- 
ity of emergency units and signs... in any kind of 
weather. Motorists appreciate the nighttime bril- 
liance this unusual product of 3M research gives to 
barricades, trucks and maintenance cars. And they 
become increasingly aware of the continual service 
which typifies today’s public utility. 


eee 


City. so alee 


Fleet superintendents, too, appreciate the ease of 
application and greater durability of emblems and 
markings made with ‘‘Scotchlite’’ Sheeting. 

Once you put “‘Scotchlite” Sheeting to work for 
your company, you too will discover how it can 
help save lives, time and money—and increase pub- 
lic awareness of the service you render. Mail the 
coupon below for a sample emblem or demonstta- 
tion. No obligation, of course. 


"Scotchlite” is a registered trademark of Minnesota &% 
Mining & Mfg. Co., St. Paul 6, Minn. General Export: 99 ¥ 
Park Ave., New York 16, N. Y. In Canada: London, Ont, 


REG. U. S. PAT. OFF, 


SCOTCHLITE 


BRAND 


REFLECTIVE SHEETING 
Minnesota Mining & Mfg. Co., Dept. P5125, St. Paul 6, Minn. 


Please send me sample emblem made of ‘‘Scotchlite’’ Reflective Sheeting 
and further information on the ways we can use it in our business. 


ae I ie cD os cate ee 


Zone. IN oo 
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